TRANSALTA CORPORATION has two principal subsidiaries: TransAlta Utilities Corporation 
and TransAlta Energy Corporation. 


TransAlta Utilities conducts regulated electric utility operations in Alberta, Canada — serving more than 
1.7 million people directly and indirectly. TransAlta Utilities has a total net generating capability 
of 4,476 megawatts of electricity and owns more than 100,000 kilometres of operating transmission 


and distribution power lines. 


TransAlta Energy is in the business of electricity generation, thermal energy supply and electricity 
distribution outside Alberta. TransAlta Energy owns and operates two cogeneration plants in Ontario, 
Canada, and has interests ina 1,400-megawatt hydroelectric facility in Argentina and in two 


electricity distribution companies in New Zealand. 


TRANSALTA CORPORATION 


TRANSALTA UTILITIES (100%)* TRANSALTA ENERGY (100%) 
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*TransAlta Corporation owns all common shares. Preferred shareholders account for three per cent of the-voting shares. 
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Undertook a commitment to avoid rate increases to its Alberta customers until at least the end 
of 1996, while continuing to.earn a competitive rate of return for shareholders. 


O 


Worked with government and other industry stakeholders to propose significant changes to 
the regulatory structure of the Alberta electric utility industry, including mitigating the 
disadvantages to TransAlta customers of the Electric Energy Marketing Act. 


a Made a commitment to stabilize the corporation's net greenhouse gas emissions at 1990 levels 


by the year 2000. 


Completed construction of the third and fourth units of a 1,400-megawatt hydroelectric facility 
in Argentina. 


"Purchased an interest in an electricity and natural gas distribution company that serves a region 
adjacent to New Zealand's capital city, Wellington. 


5 Reached agreement with Wellington City Council to acquire an interest in the city’s electricity 
distribution company. 


Finalized contracts for cogeneration plants in Windsor, Ontario, and 


Return on Common 
Auckland, New Zealand. Shareholders’ Investment compared 


with Interest Rates 


highlights > 
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(In millions except return on common shareholders’ investment and common share data) 85 86 87 88 89 90 91 92.93 94 


Increase (Decrease) 
m8 Return on common equity 


1994 1993 1993-94 eam Yield on long-term Government 
of Canada Bonds 
Electric energy sales — regulated 27 A50 25,819 1,631 


(kilowatt hours) 
Electric energy sales — non-regulated 1,344 250 88 
(kilowatt hours) 


econ 
Electric revenue — regulated (net) * S V176:9 WS VAS Vs 43.8 
Energy revenue — non-regulated 84.1 FO 2 8.9 8 
Earnings before financing charges 384.4 387.8 (3.4) 
Earnings applicable to common shares 186.9 183.8 Sul 2 
Capitalization BO47 7 3607 4 (59.7) 
Common shareholders’ equity Weis 1,477.6 37.4 
Capital investments 195.0 2835) (88.5) 4 
Return on common shareholders’ 125 12.6 (0.1) > 
investment (per cent) 
Average common shares outstanding 158.8 IPOS 0.1 @) 


Per common share data Leas 
Earnings Sw: S002 oe ae 
Dividends 0.98 0.98 = year 
Book value {year end) 9.54 9.31 0.23 Tha iclioal Tie 
Market value (year end] \AS0 16:25 (0.75) 

Returns (per cent) 
(high) 16.25 [SV S10) OVS) ee et 
(low) lems Keys} 0.50 @ TransAlta Corporation 

* After deducting charges under the Alberta Electric Energy Marketing Act and the Small Power Research ™ Toronto Stock Exchange 

and Development Act. 300 Index 


Posie 


ee 


TransAlta Corporation 


dear shareholders, busing 


1994 we strengthened our core business in Alberta 
in the face of continuing change and growing com- 
petition. It was also a year of expanding our invest 
ments in selected markets in Canada and interna- 
tionally. In particular, it was a year of building 
the capabilities of our people and enhancing our 
business position. In 1994 we concentrated on 
improving our business processes, increasing the 
entrepreneurial capabilities of our people and 


expanding our ability to achieve gains in economic 


and environmental performance at the same time. 


earnings & dividends in 1994 
TransAlta posted stable financial results. Earnings 
per share from the electric utility were $1.07 
compared to $1.06 in 1993. Earnings from 
TransAlta Energy contributed $0.11 per share, an 
increase of $0.01 per share from 1993 - and 
included a onetime gain on the sale of its invest 
ment in Sherritt of $0.035 per share. Consolidated 
earnings of the corporation were $1.18 compared 
to $1.16 in 1993 and dividends on common 
shares remained at $0.98. We recognize the level 
of the dividend is an important consideration to 
many of our investors and we are committed to 


increasing earnings and sustaining the dividend. 


TransAlta’s total shareholder return (reflecting 
changes in the market price of the stock and divi- 
dends} continues to outperform the total return 
of the Toronto Stock Exchange 300 Index. This 
comparison on a one, three and five-year basis 
demonstrates enhanced shareholder value (graph 


on page one). 


retirements & appointments: 


core business in Alberta In Alberta . 
our energy sales grew by 6.3 per cent, reflecting 
an improving economic environment within the 
province. To ensure TransAlta remains a leader in 
providing competitive energy services to Albertans, 
we continue to change the way we work. We are 
in an ongoing learning process, striving to lower our 
costs even further and be more responsive to 


customers’ needs. 


In April 1994 we announced our intent not to 
increase rates to our Alberta customers at least until 
the end of 1996 while continuing to earn a compet 
itive rate of return for shareholders. We were also 
actively involved during the year in the government 
led discussions on changing the regulatory structure 
of the Alberta electric industry. More information 


about these changes is found on page 11. 


Our initiative to be more competitive led us to 
reduce our workforce by about 15 per cent through 
improved work practices. As in any major corporate 
downsizing and change initiative, it was not an 
easy time and will continue to be challenging. We 
acknowledge with gratitude all TransAlta people for 
their hard work and dedication. A recent indepen- 
dent survey confirms our employees understand the 
need to be more competitive, with 9O per cent iden- 
tifying competitive issues as the top business chal- 
lenge for the corporation and 79 per cent saying the 


changes taking place at TransAlta are necessary. 


We also continued to focus on our strategy to 
make progress on business development and 
environmental performance goals at the same time. 


This commitment is an essential element in our 


Marshall M. Williams retired from the 
Board of Directors after 22 years of 
service. Former Chairman of the Board, 
President and CEO, he joined the 
corporation in 1954. 


Ron E. Bergen, Vice-President, Admin- 
istration, TransAlta Utilities and Rick 
Winsor, Regional Vice-President, Latin 
America, TransAlta Energy left the 
corporation. 


We thank each of these individuals for 
their commitment and leadership over 
their years of service. 


2h 


TransAlta Corporation 


Chris Hampson was elected to 
the Board of Directors, filling the 
vacancy created by the retirement 
of Mr. Williams. 


In 1994 Alan C. Moon was appointed 
President and Chief Operating Officer 
of TransAlta Energy and Walter Saponja 
was appointed President and Chief 
Operating Officer of TransAlta Utilities. 


Jim Leslie was appointed Senior Vice- 
President, Sustainable Development of 
TransAlta Corporation. 


Gary Holden was appointed Vice- 
President, New Zealand and Australia, 
TransAlta Energy. Duane Lyons was 
appointed Vice-President, Development, 
TransAlta Energy. lan Mallory was 
appointed Vice-President, Latin America, 
TransAlta Energy. Murray Nelson was 
appointed Vice-President, Marketing 
and Business Services, TransAlta 
Utilities. 

Gary C. Moore joined the corporation 
as Vice-President, Information Services. 


strategy for growth. It allows us to identity new 
business opportunities such as our proposal to turn 
garbage from the City of Edmonton into a usable 


compost for our minedland reclamation program. 


independent power for some time — 
as a key element of our strategy for long-term 
growth — the corporation has been participating in 
the independent power business in Canada and in 


selected regions elsewhere in the world. Our 


business initiatives are based on the fundamenta 


changes taking place in the utility business world: 


wide and the opportunity to capitalize on the experi- 


ence gained in Alberta. 


n the Canadian market, we are well-positioned. 
With two projects in operation, one under construc- 


tion and two 


in the development stage, we have 
demonstrated t 


bui 


operate inde 


hat we can successfully develop, 
d and 
pendent 


rinance, 


sae 


power facilities that 


$4 


produce attractive 


returns to shareholders. 


In 1993 we acquired 
an operating interest in 
a large hydroelectric 
generating — facility 


in Argentina. Latin 


America is one region 
with exciting potential due to the ongoing privatiza- 
tion of utilities and the opening up of this growing 


th 


— our investments are growing as we acquired 


market. New Zealand is another area of opportunity 


terests in two electricity distribution companies and 


of a cogeneration 


dvanced the developmen 
oject in Auckland. While in the shortterm t 


a 


2 


international projects are unlikely to contribute s 


hese 
igni 
icantly to earnings, we are confident that they are 


positioning the corporation more strongly for the 


future, and will add to long-term shareholder value. 


Three aspects of TransAlta’s strategy for growth are 
proving to be critical in our success. First is the 
ability of our people to build relationships with well 
established local partners and to export the skills 


developed in our Alberta business. Second is our 


leadership role in integrating environmental issues 


Ke n N {cCrec 


into our business planning, which is opening new 
doors of opportunity. And third, above all, in order 
to achieve the right business regime for success in 
these areas we are making moves that are carefully 


planned and prudently carried out. 


ta continues to work to 


po 
nes 


governance TransA 
remain in the forefront of current practices in co 


rate governance. We have reviewed the guideli 


suggested by the Toronto Stock Exchange committee 
on corporate governance and we are pleased to 


report our practices comply with the spirit and intent 


of all areas of the guidelines. More information on 
our corporate governance practices can be found 


on the inside back cover. 


looking to the future tn Alberta the key 
challenge facing the corporation is the competitive 
pressure on costs and all aspects of service. Outside 
our traditional service 
area, the key chal- 
enge remains in select 


ing investments that 


+ 


rm value 
ders. On 


ental side 


create long- 


or shareho 


the environm 


we have made a com- 


mitment to stabilize ou 


= 


net greenhouse gas 


idy and Harry Schaefer 


emissions at 1990 lev- 


els by the year 2000. 


By following our strategy of building on our core 
strengths, investing in our people and integrating 


environmental and community concerns into our 


busi 
pos! 
indu 
abili 
envi 


both 


ness, we are confident TransAlta is in a strong 
tion to deal with the challenges of our evolving 
stry. Our greatest resource is our people. Their 
ty to adapt and grow in a changing business 


ronment is ensuring TransAlta creates value for 


its customers and its shareholders. 


On behalf of the Board of Directors, we are 


pleased to submit this report. 


Me Se 
H.G. Schaefer 


Chairman of the Board 


K.F. McCread 
President and Chief Executive Officer 
February 10, 1995 
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Left to right: Mike Pavey (Senior Vice-President & Chief Financial Officer, TransAlta Corporation) , 


Ken McCready (President & Chief Executive Officer, TransAlta Corporation), Walter Saponja (President @ Chief Operating 


Officer, TransAlta Utilities) , Jim Leslie (Senior Vice-President, Sustainable Development, TransAlta Corporation), 


and Alan Moon (President & Chief Operating Officer, TransAlta Energy) 
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with management 


What is the main issue facing 
the electric utility industry? 


McCready: Our industry is undergoing great 


change — specifically movement towards deregula- 


{ 


tion and open competition. We're seeing signiticant 


changes in places like California, New Zealand 
{ 


and Argentina, to name just a few. Many utilities, 


typically those with higher cost structures, see com- 


petition as a threat. We do not. We have a history 
of operating in a market where our customers have 


other energy options, so competitive pressures have 


required us to keep our cost structures low. 


Saponja: In Alberta, where our core business is 
based, we are actively participating in shaping the 
future of the industry rather than waiting for change 
to happen to us. We see deregulation as an oppor- 
tunity to grow. TransAlta remains the lowestcost 


major producer of electric energy in the province. 


Titi 
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This, along with an increased emphasis on the mar 
keting function in our organization, puts us on very 
solid ground. We also continue to look for ways to 
further reduce costs and become more efficient. 


Gains we make in this respect will directly benefit 


both our customers and our shareholders under the 


proposed new industry structure in Alberta. 


How could shareholders benefit 
from this new structure? 


Saponja: The restructuring proposal includes 
establishing incentive regulation elements to create 
an environment where utilities are rewarded for 
innovation and creativity in reducing their costs. Any 
benefits from these efficiency gains would be shared 
more equitably between shareholders and 


customers. 


Where are the corporation’s 
main avenues for growth? 


Pavey: On the regulated side of the business in 
Alberta, opportunities are emerging as a result of 
the move towards more competition. Our history of 
continuous improvement puts us in a very competi- 


ive position. Deregulation is also the source of 


growth opportunities for TransAlta Energy. As other 


jurisdictions restructure their electric utility industries, 
we are seeing more and more avenues for growth 


outside Alberta and outside Canada. 


Leslie: New avenues for growth are also arising 
out of the corporation’s commitment to sustainable 
development — making gains on economic devel 
opment goals and environmental protection goals at 
the same time. Our commitment is opening new 
doors. For example, in Alberta we are working on a 
project that will enhance the reclamation process on 
our mined lands by using composted waste from the 
City of Edmonton. This proposal illustrates how our 
people are looking for and finding ways to address 
environmental issues while making a positive contri- 


bution to earnings. 


How do environmental concerns 
fit into TransAlta’s strategy? 


Leslie: Addressing environmental issues while 
making economic gains remains a vital part of our 
strategy. We see sustainable development as the 
essential context for good business decisions. In 
1994 we announced our intent to reduce our net 
greenhouse gas contributions to 1990 levels by the 
year 2000. By anticipating environmental issues such 
as concerns over greenhouse gas emissions, we build 
our capability to find the leastcost projects both in 


Canada and abroad to meet our commitment. 


How much growth opportunity 
is there for TransAlta Energy? 


Moon: Globally there is no lack of opportunities for 
investment. However, we are looking for those 
opportunities with acceptable risk profiles that create 
longterm value for shareholders. In Canada we are 


developing cogeneration projects in addition to 
our two existing facilities in Ontario. Outside 
Canada, we have chosen not to go into some coun- 
tries as they do not fit our investment criteria. 
Geographically, our focus is in Latin America, New 
Zealand, Australia and selected regions of China 


and India. 


How does TransAlta Energy 
find the right investments? 


Moon: We are pursuing only those opportunities 
that are in line with our core business of electricity 
generation and distribution. When we evaluate a 
potential investment, one of our most critical consid- 
erations is whether or not we can apply to the pro- 
ject the skills and practices we've built in Alberta. 
Our success in Ontario is an example of how we 
have successfully “exported” our skills outside of our 


core service area. 


Pavey: Another important factor in our success has 
been establishing relationships with strong local 
business partners. We look for partners who have a 
sound operating presence in a country and are will- 
ing to share project risk through substantial invest 
ment. Financial risk management includes the use of 


limited or non-recourse financing where appropriate. 


What must TransAlta do for 


continued success? 


McCready: We must become more entrepreneurial. 
The changes in our business translate into the need 
to shift to a more flexible service style that meets the 
needs of individual customers and communities. |'m 
proud of the accomplishments of our people in 
1994 and | believe we are well-positioned to pros- 
per in an increasingly competitive environment. We 
are building on a history of prudent, step-by-step 
actions. We see this as a longterm business that 


requires energetic innovation, care and patience. 
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ST RABE Ge Ss 
FOR 


OM creating new, value-adding services 
for Alberta customers and developing the opportunities 
associated with incentive regulation 


O applying our core strengths — excellence in managing 
plant design and construction, excellence in operations and maintenance, 
and strong financing capability — outside the Alberta market 


O developing investments in regions with acceptable risk 
and growing demand for electricity 


In 1994 TransAlta reached agreement with Wellington City Council to acquire a 49 per cent interest 
in Capital Power, the company that distributes electricity to the City of Wellington, New Zealand's capital. 
The City of Wellington has retained a 51 per cent interest in Capital Power. 
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“Our long-term goal is to increase value for shareholders by meeting the needs of customers.” 


— Ken F. McCready, President and Chief Executive Officer, TransAlta Corporation 


O working with well-established local partners 
to reduce risk while expanding our opportunities in 
selected geographic regions 


O building on our environmental performance 
and reputation to create investment opportunities 


Working with 
well-established 
local partners 
is one of 
TransAlta’s 

key strategies 
in achieving 


growth, 


Wellington’s Mayor Fran Wilde and Gary Holden 
(TransAlta Energy's Vice-President, New Zealand and Australia region) discuss the operations of the 


electricity distribution company in front of New Zealand's parliament buildings. 
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CORE BUSENES 
REMAINS 


TransAlta Utilities’ energy sales were 6.3 
per cent higher in 1994 than in 1993. 

The increase reflects additional activity in 
several export-related sectors of the Alberta 
economy — particularly oil and 

natural gas, forestry and 

petrochemicals. 

The corporation’s 
sales totalled 27,450 
million kilowatt hours 
as TransAlta Utilities 
continued to be the 
largest supplier of 
electric energy 

in Alberta. 


TransAlg Uiler becoming even 
Energy Sales 


(millions of kilowatt hours) more competit ive 


listening and responding to the needs of customers continued to be the foundation 

for TransAlta Utilities’ actions in 1994. Already a low-cost producer of electricity, 

the corporation took further action to provide its customers with even more competitive 
service. The corporation announced its intent not fo increase rates to the end of 1996 


and employees continued to find innovative ways to provide service more effectively. 
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STRONG 


“While TransAlta continued to be the lowest-cost major producer of electricity 
in Alberta in 1994, the corporation took steps to become even more competitive.” 
— Walter Saponja, President and Chief Operating Officer, TransAlta Utilities 


well positioned 
in a changing industry 


The electric uU 


IncluUC 1ing Alberta. VVhat b 


Electric Energy Market 


regulate 


TransAlta 


ility industry is changing in many jurisdictions 


Yegan as an examination of the fairness of the 


ng Act (EEMA) became a wider review of the 


ry structure of Alberta's e 


ectric utility industry 


| oR b> 
an active role in this review 


Jtilitie PSY ts} pla YING 


During 1994 a 138,000 volt line was built 
to meet the expanding electric needs of 
Amoco Canada’s East Crossfield natural 
gas processing plant. Left to right: Teresa 
Brown (Right-of-way Planning Technician, 
TransAlta Utilities), Fred D’Souza 
(Transmission Designer for TransAlta 
Utilities), Don Chalmers (Amoco’s Plant 
Foreman) and Larry 
Sibbald (TransAlta 


Utilities’ Industrial 


Low-cost 


poles Reorecenianve and reliable electric 
for Amoco) discuss 

energy helps the 
the project near 


Crossfield, Alberta.  corporation’s 
industrial 
customers remain 


competitive in 


their markets. 
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no rate increases to at least the 
end of 1996 in April TransAlta Utilities 
announced its intent to not increase rates to 
customers to at least the end of 1996, while 
continuing to earn a competitive rate of return for 
investors. To achieve this objective TransAlta Utilities 


set out to reduce its forecast annual operating 


expenses by at least $30 million by the end of 
1995. In 1994 staff were reduced by about 400 


— this was made possible through designing more 


effective work practices. 


safety remains a priority while 
productivity increases In early 1994 
the corporation was recognized for the seventh 
straight year by the Canadian Electrical Association 
for having the lowest injury 
accident frequency rate of 
any Canadian electrical utility 
with over 500 employees. 
The Canadian Electrical ©0900 
Association represents a large 
group of utility companies 5000 
that provide most of Canada's 


electricity generation. 


The corporation's 12 thermal 
generating plants continue to 
be among the most productive 
in Canada, according to the 
latest Canadian Electrical Association Generation 
Status Report. The report, based on 1993 data, rates 
97 fossil fuel units across Canada — five of the 10 


most productive are operated by TransAlta Utilities. 


Overall labor productivity also increased as 
TransAlta Utilities sold 5,656 kilowatt hours of 
electric energy per hour worked by employees in 
1994, compared with 5,553 in 1993. TransAlta 
Utilities maintained a high system load factor in 
1994, another indicator of system productivity. 


TransAlta Utilities’ load factor was 78.9 per cent — 
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Productivity Increases 
at TransAlta Utilities 
(kilowatt hours sold per hour worked) 


85 86 87 88 89 90 91 92 93 94 


in comparison to the Canadian average of about 
65 per cent over the last several years. Load factor 
is the ratio of the average amount of electric power 
required by customers during a designated period 
to the peak amount of electric power required in the 


same period. 


evolving to serve customers 
better With a view to reduce costs and 
increase customer satisfaction, TransAlta Utilities’ 
transmission and distribution business units were 
merged during the year. The new organizational 
structure is designed to serve customers more effi- 
ciently by focusing on the specitic needs of customer 
groups, being flexible in meeting those needs and 
reducing duplication of services among depart 
ments. Employees participated 
in the changes, which included 
analyzing and redesigning the 


way work is performed. 


recognizing the 
need to be more 
competitive When 
asked to identify the top 
business challenge facing the 
corporation, 9O per cent of 
employees cited competitive 
issues and 79 per cent said the 
changes taking place at 
TransAlta are necessary. The independent survey 


polled one of every four employees at the corporation. 


what our customers say TrnsAlic 
Utilities’ efforts to improve service are based on 
listening to customers and responding to their needs. 
One method of listening is through an independent 
public attitude survey. In the 1994 survey, 90.6 per 
cent of the customers surveyed rated TransAlta 


Utilities’ service as “good or excellent” compared to 


90.2 per cent in 1993. 


review focuses on keeping 
electricity costs competitive 
During 1994 a multi-stakeholder committee — 
which included TransAlta Utilities, customer groups 
and other Alberta electric utilities — reviewed 
Alberta's electric system with two primary goals. 
The first goal was to create a replacement for the 
current EEMA costaveraging mechanism. The 
second goal was the introduction of an industry 
structure and regulatory reforms that recognize basic 
industry change and preserve and enhance 


Alberta's competitive electricity rates. 


In December the Alberta government's Department of 
Energy adopted the recommendations of a report 
based on the work of the mult- 


stakeholder committee. 


Alberta Electric Industry 


The report proposes a new 
industry structure that will: 


0 introduce legislation that 
ensures all Alberta electricity 
consumers will continue to pay 
rates that support the existing 
Wholesale 


: ; Customers 
New generation will be pro- 


generation plant investment. 


vided through a competitive 


{ 


marketplace. 


O 


Existing Generation (Cost of Service) 


TransAlta 


Utilities 


A 


Alberta cost averaging function 
New Generation for existing generation. 
(competitively bid) 
PE Le 


TransAlta 


Utilities 


Distribution monopolies, obligation to serve at 
regulated rates, terms and conditions. 


Customers 


1 introduce regulatory changes that encourage 
performance-based incentives to promote additional 
efficiency gains and a more equitable sharing of 


these gains between customers and shareholders. 


Transmission facilities will still be owned by the 
individual utilities, but administered as one province- 


wide system. 


Implementation of the new structure is expected 
in January 1996 following further design, legislation 


and regulatory review in 1995. 


rates approved to open up 
transmission system In 1992 
TransAlta Utilities filed an 
application fo provide rates for 
customers requesting partial 


services involving the corpora- 


Alberta Edmonton 
Power Power 


ha onal 


tion's transmission and distribu- 
tion systems. The corporation's 
initial application was deferred 
as a result of progress in 
restructuring the electric indus- 
try in Alberta. 
fl ree 

TransAlta Utilities advanced 
a modified application for 
standby and exportrelated 
transportation service rates. 


In 1994 those rates were 


create a pool into which alll 
generators sell and from which 


all distributors purchase electricity. 


41 open competition for generation by allowing 
all generators of electricity to have access to the 


pool to market their output. 


make transmission services available to all gener- 


ators and distributors at common rates. 


approved by the Alberta 
Public Utilities Board, enabling independent power 
producers to use TransAlta’s transmission system 
to sell energy to points outside Alberta, beginning 
in 1995. 
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FINDIN GaStOr 


By applying the corporation's 84 years of 
financing, engineering and operating 
experience in the electric power industry, 
TransAlta is successfully expanding its 
business. In 1994 TransAlta Energy’s 
initiatives in the independent power 
business contributed $0.11 to total 
earnings per share, up from $0.10 in 
1993. The corporation is 

continuing to pursue new 

investments that will have 

a positive impact 


Non-regulated 


$0.11e on shareholder 


value over 


the longer-term. 


Regulated 
°$1.07 


Earnings Per Share 
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G ROW ta 


independent power 
operations position TransAlta 
for long-term growth 


TransAlta Energy's existing operations in Ontario 
and Argentina contributed to earnings in 1994. The corporation 
continued to expand its international operations 


with acquisitions in New Zealand. 


OPPORTUNITIES 


“There is no lack of opportunities for investment. We are looking for those 
with acceptable risk profiles that can create long-term value for shareholders.” 
— Alan Moon, President and Chief Operating Officer, TransAlta Energy 


new business 
opportunities being 


advanced 


The corporation continued to pursue independent power projects 

as part of its strategy of extending TransAllta’s basic business of power 
generation, transmission and distribution. The most advanced 
prospects are in Ontario, Quebec and New Zealand. 


In Windsor, Ontario, TransAlta Energy 


is building a cogeneration plant to supply 


electricity to Ontario Hydro and thermal 


energy in the form of steam to Chrysler 
Canada. Left to right: Norma Weir 


(Business Analyst, TransAlta Energy), 


Dennis Enns (Mechanical Engineer, Facility 


Engineering for Chrysler Canada), 


Steve Hodgkinson 
(General Manager 
of Project Develop- 
ment, TransAlta 
Energy) and Barry 
Chuddy (General 
Manager of Business 
Development, 
TransAlta Energy) 
look over project 
plans outside 
Chrysler's minivan 


assembly plant. 


Through 

the cogeneration 
process, electricity 
and useful thermal 
energy are produced 
simultaneously 
from a single 


fuel source. 
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electricity sales increase in 
Ontario TransAlta Energy's two cogeneration 
plants in Ontario completed their second full year of 
operation in 1994, producing electricity and 
thermal energy from natural gas. The two plants sold 
a combined total of 1,344 million kilowatt hours of 
electricity to Ontario Hydro during the year, up from 
1,256 million kilowatt hours in 1993. 


The Mississauga plant continued to supply thermal 
energy to the McDonnell Douglas aircraft manufac- 
turing complex. In Ottawa, thermal energy was 
supplied to the member institutions of the Ottawa 
Health Sciences Centre and to the National 


800 


Defence Medical Centre. 


contracts finalized 
for third Ontario 
cogeneration plant 
In 1994 TransAlta Energy 


finalized contracts for a 600 


cogeneration plant adjacent 
400 


to Chrysler Canada’s minivan 
assembly plant in Windsor, 
Ontario. The $80 million plant 
is scheduled to be in operation 
by December 1996, supplying 
Electricity Sales 


from Mississauga 
Cogeneration Plant 


thermal energy to Chrysler and 
selling 50 megawatts of elec- 
tricity to Ontario Hydro under a 


ongterm contract. Construction 


is scheduled to start in 1995 on the cogeneration plant. 


construction of Piedra del 
Aguila completed Construction of the 
third and fourth generating units of the Piedra del 
Aguila hydroelectric facility in Argentina was com- 
pleted on schedule and on budget in 1994. The 
facility — located in southwest Argentina on the 
Limay River — now has a capacity of 1,400 
megawatts, and supplies about 10 per cent of 
Argentina's electricity needs. 
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(millions of kilowatt hours) 


TransAlta Energy jointly operates the facility with 
Chilgener S.A., the second-largest electric power 
generation company in Chile, and Duke Energy 
Corp., a subsidiary of Duke Power Company, the 
sixth-largest investor-owned electric utility in the 
United States. In late 1993 the three operating 
partners were part of a consortium that purchased a 
59 per cent interest in Piedra del Aguila S.A., an 
Argentine corporation that owns a 30-year conces- 
sion which provides it with all the rights and respon- 
sibilities associated with the ownership and opera- 
tion of the facility. TransAlta Energy's 27 per cent 
interest in the consortium gives it a 16 per cent inter- 
est in the facility. 


stake expands in 
New Zealand in the 
fall of 1994 power purchase 
and gas supply agreements 
for a 115-megawatt cogener 
ation plant in Auckland, New 
Zealand were finalized. The 
proposed $125 million 
Southdown cogeneration pro- 
ject is a joint venture (50/50) 
between TransAlta Energy and 


Mercury Energy (formerly the 
Electricity Sales 
from Ottawa 
Cogeneration Plant 
(millions of kilowatt hours) 


Auckland Electric Power 
Board) and will supply elec- 
tricity to Mercury Energy and 
steam to the Southdown indus- 
trial park. Subject to environmental approvals, the 
project will be completed in late 1996. It will be 
the first independent power plant in New Zealand 
and is based on the design of TransAlta's 


Mississauga plant. 


In December TransAlta Energy reached agreement 
with Wellington City Council to acquire 49 per cent 
of the common shares of Capital Energy Limited. 
Capital Energy owns 100 per cent of Capital 
Power Limited, which is New Zealand's fourth- 


largest electricity distribution company and serves 
the country’s capital city, Wellington. In January 
1995 the purchase was finalized with TransAlta 
Energy acquiring the interest for $101 million. 
Subsequently Capital Power put in place non- 
recourse financing — the proceeds of which were 
returned to the shareholders. This reduced TransAlta 


Energy's investment to approximately $79 million. 


TransAlta Energy also acquired a 20 per cent 
interest in EnergyDirect Ltd. in December 1994. 
EnergyDirect, a Wellington-region distribution 
company, provides electricity and natural gas distri- 
bution services in a region adjacent to Capital 


Power's service area. The interest in EnergyDirect was 


purchased for $43.2 million. 


Québec project 
delayed TransAlta Energy's 
Québec project, a 148-mega- 
watt cogeneration plant in 
Bécancour, Québec, has been 
delayed as part of an agree- 
ment with Hydro-Québec. The 
plant will sell electricity to 
Hydro-Québec and steam will 
be sold to IC! Canada Inc. 
and Norsk Hydro Canada 
Inc. As Québec determines 
its future energy needs, the 
project start date will be 


finalized. 


Crowsnest project to be bid 
into domestic needs TransAlta Energy 
and Alberta Natural Gas Limited (ANG) will, in early 
1995, bid into B.C. Hydro’s request for proposal to 
meet domestic electrical needs. The proposed facility 
in the Crowsnest Pass area would utilize waste heat 
from a compressor station on ANG's existing natural 


gas pipeline and supply electricity to B.C. Hydro. 


Auckland 


North Island 


New Zealand 


international joint ventures 
signed TransAlta Energy has signed jointventure 
agreements to develop other potential projects in 
New Zealand, Chile, Brazil and China. The 
projects represent a mix of generation including 
coal, natural gas and biomass and are in the early 
stages of development. During 1995 TransAlta 
Energy will complete feasibility studies and, if 
appropriate, complete arrangements for the sale of 


power and other related agreements. 


In addition to the countries above, where TransAlta 
Energy has specific projects under study, the corpora- 
tion is also investigating opportunities in Colombia 
and India. TransAlta Energy will continue to concen- 
trate its efforts in Latin America, 
New Zealand, Australia and in 
selected areas of China and 
India. TransAlta is confident 
that it can build on its strength 
in Alberta and its initial inde- 
pendent power plant successes 
Wellington to identity and make invest 
ments in these rapidly growing 
markets that will add to long- 


term shareholder value. 


South Island 


composting plant 
proposal approved 
in principle During 
1994 a subsidiary of TransAlta 
Energy — TransAlta Enterprises — submitted a 
proposal to the City of Edmonton to build a $70 
million composting plant in the Alberta city. The 
proposal was approved in principle by Edmonton 
City Council in January 1995. The plant will recycle 
municipal wastes into compost. The compost will 
then be used by TransAlta Utilities in reclaiming 
mined lands near its coal-fired plants west of 
Edmonton. Construction of the plant is expected to 


begin early in 1996. 
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BUSINESS SOLUTIONS 


During the year 96 per cent of TransAlta 
Utilities’ employees participated in 
Environmental Citizenship Initiative work- 
shops focused on building environmental 
awareness. The program was designed 
and delivered in partnership with the 
Pembina Institute for Appropriate 
Development, an Alberta-based environ- 
mental education, 

Through research and policy 
development group. 

the actions of A two-day conference 
was also held in 


Us EUR October, with 


corporation is employees sharing 
examples of 
making progress sustainable 


. development 
towards sustainable P 


in action. 


development. 


rad Go) Near bee 


taking voluntary 
actions on environmental issues 


In 1994 TransAlta announced its goal to stabilize its net contributions of greenhouse gases to the 
atmosphere at 1990 levels by the year 2000. The goal will be met through costeffective measures that 
include: improving the efficiency of TransAlta’s operations; helping customers use energy more efficiently; 
developing projects, in Canada or internationally through joint implementation (joint international action on 
climate change), that offset TransAlta’s emissions by reducing the emissions of others or by capturing green- 


house gases from the atmosphere; and through the use of renewable energy purchases under Alberta's 
Small Power Research and Development Act (SPRDA) initiative. 
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ENVIRONMENT 


“Making progress on environmental protection goals and economic development goals 
at the same time is a vital part of TransAlta’s strategy for the future.” 


fore 


— Jim Leslie, Senior Vice-President, Sustainable Development, TransAlta Corporation 


documenting environmental 
performance 


In 1994 TransAlta began a process of publicly documenting the 
environmental performance of the corporation. A report published in 
September discusses environmental issues facing the corporation, 
responses to these issues and targets for progress. 

To obtain a copy, see the back cover of this report. 


Finding other applications and markets 

for the ash produced at TransAlta Utilities’ 
coal-fired plants exemplifies the corpora- 
tion’s commitment to sustainable develop- 
ment. In 1994 an agreement was reached 
to provide up to 200,000 tonnes of bottom 
ash from TransAlta’s Wabamun plant to 
Inland Cement in Edmonton. This is in 
addition to the 125,000 tonnes of fly ash 
already being marketed. Left to right: 
TransAlta Utilities’ Lorne Kause (Wabamun 
Plant Manager), Ray 
Langford (Supervisor __ 
on TransAlta 

of Mining at 

Wabamun) and Fly Ash is turning 
Don Yuen (Senior 

Engineer, Business a byproduct of 
Development), gather a poe 
samples of the low- 

alkali ash at the generation into 


plant’s ash lagoon. 
a marketable 


commodity. 


bie 
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TransAlta Corporation 


earnings increase, dividends maintained 
TransAlta Corporation earings increased 1.7 per cent in 
1994 to $186.9 million, compared to $183.8 million in 
1993. Earnings per share increased 1.7 per cent to $1.18 
on an average of 158.8 million common shares outstand- 
ing. This is compared to $1.16 in 1993, on an average of 


158.7 million common shares outstanding. 


The 1994 earnings from TransAlta Utilities’ operations 
increased $0.01 per share to $1.07. Earnings from 
TransAlta Energy also increased $0.01 per share to $0.11, 
which included a onetime gain of $0.035 per share from 
the sale of its investment in Sherritt Inc. TransAlta will continue 
to seek investments that contribute to future earnings and are 


complementary to its core business. 


Dividends declared on common shares were $0.98 per 
share in 1994, the same as in 1993. This represents a 
relatively high payout of earnings compared to other 


companies traded on the Toronto Stock Exchange but is 


consistent with the current capital requirements of the COrpo- 
ration. TransAlta recognizes that the level of the dividend is 
an important consideration to many of its investors and 
is committed to sustaining the dividend and increasing 


earnings. 
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Earnings and Dividends 


Earnings 
($ per share) 


($ millions) 


(a eo ee 


85 8687 88 899091929394 


85 8687 88 899091 929394 
eas Earnings 


ma Dividends 


Trading Range of Common Shares ($/share) 


High 16.25 15150 14.50 13.88 14.38 
Low” * 13.13 12.63 12.00 11.88 vss 
Range 3.12 2.87 200 2.00 325 


Generation Transmission 


23.5% (45.9) 6.1% (11.8) 

Distribution 

Independent Power 34.9% (68.1) 
29.0% (57.6) 

General 


5.9% (11.6) 


Capital Expenditures 1994 Recorded ($ millions) 


& ANALYSIS 


“Our long-term strategy is to provide stable and growing earnings 


to ensure that the dividend is also sustainable. ” 


— Michael Pavey, Senior Vice-President & Chief Financial Officer, TransAlta Corporation 


Reinvestment in the 
corporation 2.1% (31.3) 


Taxes, other than 
income taxes 3.2% (47.0) 


Taxes on income 


12.5% (186.0) 


EEMA and Small 
Power 14.4% (214.9) 


Fuel and purchased 
power 9.7% (144.9) 


Common share 


dividends 10.4% (155.6) 


Operating expense 


19.3% (287.9) 


Depreciation 


15.6% (233.3) 


Financial charges less 
allowance for funds used 


12.8% (190.9) 


Where the Revenue Dollar was Spent ($ millions) 


15.63 14.88 TSO? 14.94 13.88 High 
13,25. 13.25 12550 12.88 11.63 low 
2.38 1.63 sali? 2.06 2.25 Range 


Transmission 


12.5% (40) 
Generation 
pees) Distribution 
18.8% (60) 
Independent Power 
37.5% (120) __ General 
7 8% (25) 


Capital Expenditures 1995 Forecast ($ millions) 


investments and expenditures on facilities 
In 1994 TransAlta Corporation's expenditures for facilities 
and investments were $195.0 million, compared to 
$283.5 million spent in 1993. During the year TransAlta 
Utilities’ expenditures on facilities were $137.4 million. 
TransAlta Energy expenditures in 1994 were $14.4 million 
on project development and an investment of $43.2 million 


in EnergyDirect. 


In 1995 expenditures for facilities are forecast to total 
$320 million, with some $200 million for TransAlta Utilities 
and about $120 million for TransAlta Energy. 


protection of environment vital element 
of business In all aspects of its activities, protection of 
the environment is a primary consideration for TransAlta. 
The environmental policy statement set out on the inside 
back cover of this report guides the corporation in its opera- 


tions and business decisions. 


The corporation proposes the development of business 
practices that will incorporate consideration of using scarce 
environmental resources within its decision-making prac- 
tices, and increasing the visibility of all costs associated 
with waste and pollution. TransAlta believes that business 
can make an important contribution to the design of new 
environmental legislation, and continues to participate fully 


in public consultations with stakeholders. 
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TransAlta Utilities 


earnings up from previous year Earnings from 

the regulated utility operations were $170.2 million in oe 
1994, compared to $168.7 million in 1993. The increase 

was primarily a result of higher revenues from increased 14000 

electricity sales to several exportrelated sectors of Alberta's 

economy. 13000 

energy sales and revenues increase Energy 12000 


sales for TransAlta Utilities totalled 27,450 million kilowatt 
hours in 1994, an increase of 6.3 per cent from 1993. 


Electric revenues from regulated operations in Alberta were ees 
$1,391.8 million, an increase of 6.0 per cent from 1993. OA 
The increase in revenues was evident in all customer 1 Se 


groups, with industrial customers accounting for the largest 


11000 
7200 


POA 
09122 
90 . 


increase. Industrial Wholesale 
Energy Sales Energy Sales 
The growth in industrial sales and revenue during the year Inilions hava) Se geile! 


was primarily a reflection of increased activity in several 


exportrelated sectors of Alberta's economy — particularly 


oil and natural gas, petrochemical and forestry industries. Residential : 
% arms 
The weakening of the Canadian dollar relative to the US Se Ale 4.4% 
Commercial 
dollar helped stimulate exportrelated activity by TransAlta 7 Th 
customers in 1994. Weather-related sales were also a has 


Wholesale 
factor with colder than average temperatures in early 1994 28.3% 


and warmer than average summer months. 


Electric Energy Sales (% of total kilowatt hours) 
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Commercial Residential Farm 
Energy Sales . Energy Sales Energy Sales 
(millions of kilowatt hours) (millions of kilowatt hours) (millions of kilowatt hours) 


Farms 

Residential 6.6% 
GN 

Industrial 

Soe ial 40.2% 

Other* Wholesale 

AL ANGE DEVO7; 


Electric Energy Sales (% of total revenues] 


*Other consists of miscellaneous revenue and the EEMA flow-through rate rider. 


growth in Alberta positively impacts 
energy sales In 1994 Alberta's resource-based export 
economy remained one of the strongest economies in 
Canada. The strength of the province's exportrelated 
sectors was the primary factor in TransAlta’s growth in 


energy sales and revenues during the year. 


With strong export commodity prices in 1994, Alberta 
industries had very high rates of capacity utilization and cap- 
ital investments were advanced into 1994 from 1995. The 
higher than expected 6.3 per cent growth in 1994 energy 
sales combined with further growth of 1.6 per cent forecast 
for 1995, translates into an average growth of 3.9 per cent 


per year over the two-year period. Annual growth of energy 


sales is predicted to be two to three per cent per year 
through the balance of the 1990s. 


TransAlta Utilities’ largest 10 customers — all from the 
wholesale and industrial customer categories — represented 
about 43 per cent of the corporation's electric revenue in 
1994. About 30 per cent of TransAlta Utilities’ electric 
revenue is from the oil and gas, petrochemical and 


forestry sectors. 


+ + 


ing industrial sales 


(e) 


In 1995 the corporation is forecas 


(4) 


increase by approximately 1.2 per cent, led again by th 


oil and gas exportrelated activity in the province. TransAlta 


Utilities is also expecting some load growth trom the chemi 


cal and forestry sectors in Alberta in 1995, driven by the 


export markets. 
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Electric Energy Marketing Act 
costs rise In 1994 TransAlta Utilities’ customers 
contributed $202.9 million through the Alberta 
Electric Energy Marketing Act (EEMA) to reduce the 
power bills of customers of Alberta Power and 
Edmonton Power. This represented an average of 
14.5 per cent of TransAlta customers’ power bills 


and was up from $173.3 million in 1993. 


In 1995 the contribution is forecast to grow with the 
addition of the cost of the second unit at Edmonton 
Power's Genesee power plant into the EEMA cost 


base. 


In December 1994 the Public Utilities Board 
rendered decisions in the EEMA 1995 Forecast and 
1993 Adjustment proceedings. These decisions will 


increase TransAlta Utilities’ EEMA net payment for 
1995 to $232 million. 


TransAlta Utilities sought and the Public Utilities 
Board approved continuation of TransAlta’s EEMA 
flow-through rate rider in 1995 at 1994 levels. 
This is consistent with the corporation's intent not to 
raise rates prior to the end of 1996 while continu- 
ing to earn a competitive rate of return, despite the 


increase in TransAlta’s net payments noted above. 


Changes to EEMA are part of the Alberta 
Department of Energy's proposal for reforming the 
regulation of the electric industry in Alberta. 
These changes are expected to gradually reduce 
EEMA payments as existing generating plants 
are depreciated. 


Additional information about modifications to EEMA 


and changes to the electric utility industry in Alberta 


can be found on page 11. 
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EEMA Charges 


($ millions) 


In 1994 TransAlta Utilities’ cost of generation and 
transmission to the Alberta Electric Energy Marketing Act 
(EEMA) was 3.1 cents per kilowatt hour — 43 per cent 
lower than Alberta Power costs and 38 per cent lower 


than Edmonton Power costs. 


payments to small power producers 
growing TransAlta Utilities’ payments to small 
power producers for electricity supplied under the 
Alberta Small Power Research and Development Act 
increased to $12.0 million in 1994 — compared 
to $6.4 million paid in 1993. Under the program, 
TransAlta Utilities was required in 1994 to pay a 
minimum of 5.20 cents per kilowatt hour purchased, 
which will escalate annually with inflation. This rate 
is in excess of the Alberta Integrated System margin- 
al cost of producing energy of about two cents per 
kilowatt hour in 1994. 


In addition, under the Revenue Adjustment 
Regulation of the Act, effective January 1, 1995, 
TransAlta Utilities must also compensate all the small 
power producers for income taxes paid, to a maxi- 


mum of 15 per cent of their electricity revenues. 


oe 
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Payments to Small 
Power Producers 
($ millions) 


TransAlta Utilities’ payments under the Alberta Small 
Power Research and Development Act are forecast to 
increase to about $22 million in 1995 and $40 million 
in 1996. 


By the end of 1994, TransAlta Utilities had entered 
into contracts for approximately 113 megawatts of 
capacity, of which approximately 73 megawatts of 
capacity were in operation and delivering power. 


Approximately 20 megawatts of contracted capacity 


are forecast to commence delivery in 1995 and the 
remaining 20 megawatts of contracted capacity are 
forecast to commence delivery in 1996. The remain- 
ing 9.3 megawatts of capacity allocated to projects 
in TransAlta Utilities’ service area have not yet been 
contracted. Total capacity province-wide is limited 


to 125 megawatts. 


operating deductions increase TransAlta 
Utilities’ operating deductions increased by 6.0 per 
cent to $830.8 million. The change from 1993 
was mainly due to increased fuel and purchased 


power costs relating to increased energy sales and 


increases in operating expenses including onetime 
costs associated with the reduction of about 400 
staff in May 1994. 
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Operating Deductions 
for TransAlta Utilities 


($ millions) 


In 1995 total operating deductions for TransAlta Utilities 


are forecast to decrease by about three per cent. 


financing charges reduced during 
year Financing charges for TransAlta Utilities in 
1994 were $182.5 million, down from $190.4 
million in 1993. During 1994 TransAlta Utilities 
issued $80 million of Series A secured debentures 
with interest rates ranging from 7.50 per cent to 
8.70 per cent. During the year secured debentures 


totalling $211.4 million were redeemed or matured 


and 3.3 million cumulative redeemable preferred 
shares Series 7.08 per cent, totalling $81.9 million, 
were retracted. For more detailed information see 
consolidated financial statement notes 6 and 7 on 


pages 40 and 41. 
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During 1994 TransAlta Utilities satisfied cash 
requirements for capital programs primarily through 


internally generated funds from utility operations. 


In 1995 financing charges for TransAlta Utilities are 
forecast to decrease by about $3 million. The pri- 


mary need for external financing in 1995 will be 


for refunding purposes. 


Canadian Dominion 

Bond Rating Bond Rating 

» Service Service 

Oct: 1994 Oct. 1994 

First Mortgage Bonds A+ (High) AA 
Secured Debentures A+ AA 
First Preferred Shares P-] Pfd-1 


TransAlta Utilities’ strong ratings on its bonds and 
preferred shares allow access to the capital markets at very 


competitive rates. 


capital expenditures decline Capital 
expenditures for TransAlta Utilities were $137.4 
million, a decrease from the $165.9 million spent in 
1993. The decline reflects the moderate growth in 
electricity sales in Alberta of two to three per cent 
forecast for the next several years — reducing the 
need for new facilities. In 1995 capital expendi- 


tures are forecast to be about $200 million. 
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Capital Expenditures 
for TransAlta Utilities 
($ millions) 


Capital expenditures for TransAlta Utilities are expected 
to be approximately $200 million in 1995. 


rate regulation Rates for TransAlta Utilities’ 
electric service to customers are set by the Alberta 
Energy and Utilities Board (the AEUB is an amalga- 
mation of the Alberta Energy Resources Conservation 
Board and the Alberta Public Utilities Board effective 
February 1995}. Rates are based on the forecast 
annual revenue required by TransAlta Utilities to cover 
all operating expenses as well as to provide an 
opportunity to earn a fair return on invested capital 
in comparison to returns earned by enterprises of 
similar risk. In determining rates, the AEUB uses a 
future test period and may approve interim rates to 
customers covering the projected cost of service for 
that year. 


Earnings for the regulated electric utility operations 
are directly affected by the rates approved by the 
AEUB. Variations from forecast in energy sales, 
operating expense and financing costs also affect 
earnings for TransAlta Utilities. 


measures taken to avoid rate 
increases to customers In 1994, in order 
to ensure the continued competitiveness of both 
TransAlta and its customers, the corporation 
announced its intent to not increase rates to 
customers through 1996, while continuing to earn 
a competitive rate of return for shareholders. 


To achieve this objective, the corporation set a 


reduction target of $30 million from forecast 
Operating expenses. 


Initiatives included a significant staff reduction 
of about 400 employees in May 1994, made 
possible by reduced work load and more effective 
work practices. Other measures include reduced 


contractor and materials expense. 


Canadian Industrial 
Electricity Bills 
($ thousands Cdn per 
month, net) 


By keeping the cost of electricity low in Alberta, 
TransAlta Utilities is contributing to the province’s 


competitive position to attract new industry. 


Source: TransAlta survey of electricity rates in 
January 1995. Based on 10-megawatt load at 90 per 
cent load factor. 


International Industrial International Domestic 
Electricity Prices Electricity Prices 
¢/kilowatt hour ($ Cdn) ‘¢/kilowatt hour ($ Cdn) 


TransAlta Utilities’ industrial and domestic rates are among the 


lowest of the major utilities in a 1994 international survey. 


Source: The Electricity Association, London, England, January 
1, 1994. Industrial based on 10-megawatt load, 80 per cent 
load factor and 90 per cent power factor. Domestic based on 
annual consumption of 3,300 kilowatt hours. Rates converted 


to Canadian cents based on January 1, 1994 exchange rate. 
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In 1994 revenues collected were based on rates 
approved in 1993 by the Public Utilities Board. 
During 1993 revenues of $12.0 million were 
collected through an interim rate rider. This amount 
was subsequently refunded to customers from 
January 1, 1994 to October 31, 1994 as directed 
by the Public Utilities Board. 


Performance Compared with 
other Electric Utilities 
(total unit costs in constant 
1993 $ - cents/kilowatt hour) 


© 84 85 86 87 88 89.90 91 9293 


@=— Canadian Electrical Association 
average 
gaa TransAlta Utilities 


Over the past decade, TransAlta Utilities’ unit costs 
(cents per kilowatt hour) have decreased by 8.5 per cent 
in constant 1993 dollars compared with an increase of 9.8 


per cent in the Canadian Electrical Association average. 


outlook for TransAlta Utilities 
TransAlta Utilities is an active participant in the 
provincial governmentled restructuring of the Alberta 
electric utility industry. TransAlta supports shifts that 
recognize greater competition entering the traditional 


monopoly sectors, especially in generation. 


New technology and fundamental industry change 
also have TransAlta Utilities focused on developing 
new energy services to be offered to customers. As 
well, the corporation is ensuring sustainable devel 
opment continues to be an overall consideration in 


business decisions. 
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industry change in Alberta What 
began as a discussion about the fairness of EEMA 
became a wider discussion, resulting in a multi- 
stakeholder committee being formed to review 
the province's electric utility industry. The Alberta 
Department of Energy released a report in 
1994 based on recommendations from this multi- 
stakeholder committee. TransAlta supports, in 
principle, many aspects of the proposed new struc- 
ture for Alberta's electric industry and will be actively 


participating in its design and implementation. 


In the near-term the proposal will not have any 
signiticant impact on customer rates, with 1995 
being a year of design and transition. The proposal 
ensures that the costs of existing generation facilities 
will be recovered through customer rates. New gen- 
eration facilities will be provided in a competitive 
market. Transmission facilities, existing and new, 
would continue to have their costs pooled with those 


of other transmission owners in Alberta. 


Alberta 


TransAlta Utilities’ 
Service Area 


Across its 212,000-square-kilometre service area, 
TransAlta Utilities provides electric energy to about 1.7 
million people directly and indirectly. 


In the longer-term the new structure should help hold 
down electric rates by increasing competition 
among generators and establishing incentives that 
stimulate greater efficiency gains by the utilities 
which will be equitably shared between sharehold- 
ers and customers. TransAlta Utilities’ transmission 
and distribution systems would remain natural 
monopolies. Access to the transmission system 
would be open to all suppliers and distributors who 
would pay common transmission rates. TransAlta’s 
distribution operations would continue to carry an 


obligation to serve customers. 


Further information on industry change is presented 
on page 11 of this report. 


environmental issues As a major coal- 
burning producer of electricity, TransAlta Utilities is 
paying close attention fo concerns about global 
climate change and the emission of carbon dioxide 


and other greenhouse gases. 


TransAlta Utilities has accepted the need to take 
prudent, costeffective action to address the issue of 
greenhouse gases and in April 1994 announced its 
intention to stabilize its net contributions of green- 


house gases to the atmosphere at 1990 levels by 
the year 2000. 


Efficiency improvements 
in TransAlta operations 

@ (35%) 
Efficiency improvements 
in customers’ operations 


(1O%)e 


Use of renewable 
energy purchased 
under SPRDA 
initiatives (20%) @ — 


Domestic and 
international 
emissions offsets 


@ (35%) 


Greenhouse Gas 
Reduction Strategies 


Additional information on TransAlta’s strategy related 
to reducing its greenhouse gas emissions can be 


found on page 16. 


TransAlta Utilities collects through its rates an 
amount to cover the future costs of reclaiming mining 
operations and to restore the sites of generation, 
transmission and distribution facilities. Estimated 
mining reclamation costs are recorded as operating 
expenses. Depreciation rates incorporate estimates 
of service lives and future net salvage costs. 
Estimated future net salvage costs include the costs 
fo remove equipment from service and restore the 


sites, net of estimated recoveries from salvage. 
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earnings improve modestly in 1994 
In 1994 TransAlta Energy contributed $0.11 earnings per 
share, compared to $0.10 per share in 1993. The results 
for 1994 reflected the second full year of operations of the 
two Ontario independent power projects, a full year of 
operations of the Piedra del Aguila hydroelectric facility in 
Argentina and a 3.5 cent per share non-recurring gain from 


the disposition of the investment in Sherritt Inc. 


Revenues from TransAlta Energy's two Ontario cogeneration 
facilities were $84.1 million in 1994, compared to $75.2 
million in 1993 (the first full year of plant operations). The 
higher revenues reflect a seven per cent increase in electric 
energy sales to Ontario Hydro to 1,344 million kilowatt 
hours during the year. For 1995 revenues are forecast to 


increase to $86 million due to higher electric prices. 


TransAlta Energy's total operating deductions, largely 
natural gas fuel costs and depreciation, were $68.6 
million in 1994, compared to $56.3 million in 1993. 
The change reflected the increased amount of fuel required 
as a result of increases in energy sales, plus higher fuel 
prices. General operating expenses were also higher in 
1994, reflecting the cost of establishing operations in Latin 
America and New Zealand. Operating deductions for 
1995 are forecast at about $70 million. 
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British 
Columbia 


Colombia 


Peru 


Chile 
>) 


Argentina 


— areas of interest 


me ANALYSIS 


@® existing operations 


A proposed projects 


62% (265) © 
Argentina 
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Investment income increased in 1994 to $16.2 million, 
compared to $9.8 million in 1993. Investment income 
included the $5.5-million non-recurring gain on the disposi- 
tion of the investment in Sherritt Inc. and the first year of 
income from the corporation's investment in the Piedra del 
Aguila hydroelectric facility in Argentina, which totalled $6.3 
million in 1994. 


Investment income for 1995 is forecast to be approximately 
$10 million. This will include earnings from the investments in 


Argentina and New Zealand. 


performance Providing a reliable energy supply 
remains a key objective for TransAlta Energy's Mississauga 
and Ottawa cogeneration plants. During their second 
tull year of operation, the Ontario plants were available to 
supply electric and thermal energy 96 per cent of the time, 
an exceptional level compared to 90 per cent in 1993. 


The performance of the Piedra del Aguila hydroelectric 
facility was negatively affected by two factors in 1994. The 
most influential factor was lower than expected natural gas 
prices as, to a large extent, the price of natural gas as a 
fuel for generation sets the market price of electricity in 
Argentina. Secondly, transmission line constraints limited the 
amount of electricity that could be sold into the higher 
priced markets — instead the electricity was sold into lower- 
priced local markets. These factors could continue to exert 
downward pressure on earnings from the investment in 
Piedra del Aguila for a few years. TransAlta is currently 
working together with its partners to facilitate sales into the 


higher-priced electricity markets over the longer-term. 
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investments include stake in New 
Zealand In 1994 investments were $57.6 
million, a decrease from $117.6 million spent in 
1993. Investments for the year included $43.2 
million on the investment in EnergyDirect in New 


Zealand, $2.8 million on the Windsor cogeneration 


project and $11.6 million on international project 
development activities and existing plant and 


equipment. 
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As new investments are identified and developed, “spending 
is expected to continue to vary year-by-year. TransAlta 
Energy’s investment in EnergyDirect in New Zealand was 
the largest expenditure in 1994. The corporation’s acquisi- 
tion of an interest in Capital Power is not reflected in 1994 
expenditures as the purchase was finalized in January 1995. 


liquidity and financing charges 
TransAlta Energy used the proceeds of the sale of the 
Sherritt Inc. investment and the issue of common shares in 
1994 to partially repay interim financing for its equity 
investment in the Piedra del Aguila project. TransAlta 
Energy's financing charges were $14.9 million in 
1994 compared to $13.3 million in 1993. In August 
1994 a $250-million US credit facility was estab- 
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lished with a syndicate of domestic and international 
banks. The credit facility will provide interim financing 
for TransAlta Energy to pursue independent power 
investments in Canada and abroad. In 1994 the cred- 
it facility was drawn on to purchase TransAlta Energy's 
20 per cent interest in EnergyDirect and in early 1995 


it was used for the investment in Capital Power. 


Non-recourse financing is in place for TransAlta 
Energy's two Ontario cogeneration plants and the 
Piedra del Aguila facility. Through non-recourse 
financing, financial exposure is limited to the corpo- 
ration’s equity investment in the project. The non- 
recourse financing for the Ontario plants is longterm. 
The non-recourse financing for the Piedra del Aguila 
investment however, will need to be partially re 
financed in 1995 and periodically thereafter. The 
ability to refinance these obligations on a non- 
recourse basis will depend upon prevailing market 
conditions. In the event refinancing is not available, 
the corporation has the right — but not the obligation 
— to invest additional equity in Piedra del Aguila to 
fund its proportionate share of these obligations. 


Through its investments outside Canada, TransAlta 
Energy is subject to three types of foreign currency 


risks — transaction, economic and translation. 


Transaction risk occurs when purchases are made with 
currencies other than the Canadian dollar. An example 
of this is purchasing turbines priced in US dollars, 
which must be paid for in Canadian dollars. The pri- 
mary method TransAlta uses to hedge against this type 
of risk is the use of forward contracts which lock in the 


exchange rate for the transaction. 


Economic risk refers to a broader measure of risk 
from general fluctuations of foreign exchange rates 
and the effect these would have on the future cash 
flow from foreign investments. The primary method 
used fo mitigate this risk is, to the extent it is practi- 
cal, through matching foreign currency investments 


with borrowings in the same currency. 


Translation risk relates to the variation of the value of 
assets, liabilities and profits recorded in the financial 
statements of TransAlta but denominated in a foreign 
currency. This exposure occurs for all of TransAlta 
Energy's foreign investments. This risk is also mitigated 
by matching foreign currency investments with borrow- 


ings in the same currency. 


outlook for TransAlta Energy Applying 
the corporation's 84 years of engineering, operating 
and financing experience in the electric industry to 
independent power investments continues to be a key 
strategy for the future. The growing need for new elec- 
tric energy generation in many parts of the world and 
the increasing number of electric utility privatizations 
present a signiticant opportunity for the corporation to 
grow its business. 


Within Canada TransAlta Energy is presently 
pursuing opportunities in Ontario, Quebec and 
British Columbia. TransAlta Energy will continue to 


concentrate its efforts in Latin America, New 


Zealand, Australia and in-selected areas of China 
and India. Additional information on projects in 
Canada and other regions is found on pages 14 
and 15 of this report. In future years TransAlta 
Energy's investments in the electricity sector are 
expected to make a growing contribution to earn- 
ings. For 1995, earnings are expected to be lower 
than 1994 due to the onetime gain from the dispo- 
sition of the investment in Sherritt Inc. in 1994 and 


lower earnings from Piedra del Aguila as previously 
discussed. TransAlta Energy's investment in Capital 
Power Limited (New Zealand) is expected to make 
an increasingly positive contribution to earnings over 
the next three years, as customer rates are increased 
fo provide a fair rate of return on the investment as 


permitted under New Zealand regulations. 


Developing opportunities outside Canada pose 
additional risks due to different political and 
economic environments. To mitigate these risks, 


TransAlta Energy works to diversify its operations 
into targeted geographic areas while assessing 
each investment opportunity with specific guidelines 
relating fo the country, the project or investment and 
local partners. 


TransAlta Energy's guidelines for investments in a 
particular region include pursuing opportunities in 
countries with growing, marketbased economies 
and a growing demand for electric energy. Other 
criteria include monetary stability with acceptable 
inflation, and foreign exchange and currency con- 
vertibility risks. On a specific investment, TransAlta 
Energy's guidelines include pursuing opportunities 
where the corporation can be an active participant 
and add value through applying its engineering, 
operating and financing experience. The returns 
from a particular investment must be commensurate 
with overall country and project risk, with limited or 


non-recourse project financing where appropriate. 


Working with well-established local partners is 
another key element in TransAlta Energy's future 
growth strategy. The corporation seeks local part 
ners who have values and managerial styles com- 
patible with TransAlta, are able to operate effective- 
ly in local social, political, legal and regulatory 
environments and make a significant investment of 
their own capital in the project. TransAlta Energy 
will continue to concentrate on opportunities to work 
with local partners to share expertise, capital and 
risk — and to expand its exposure to investment 


opportunities in the region. 


As part of the corporation's commitment to sustain- 
able development, TransAlta Energy is investigating 
investments that make progress on both environ- 
mental goals and economic goals. For example, the 
corporation is looking at alternatives such as 
biomass cogeneration, making use of renewable 


fuels to generate electricity and steam. 
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management responsibility In management's opinion, the accompanying financial statements have 
been properly prepared within reasonable limits of materiality and within the framework of generally accepted accounting 
principles and policies consistently applied and summarized in the consolidated financial statements. Since a precise deter 
mination of many assets and liabilities is dependent upon future events, the preparation of periodic financial statements 
necessarily involves the use of estimates and approximations. These have been made using careful judgment and with 
all information available up to February 10, 1995. Management is responsible for all information in the annual report. 


Financial operating data in the report are consistent, where applicable, with the financial statements. 


To meet its responsibility for reliable and accurate financial statements, management has established systems of internal 
control which are designed to provide reasonable assurance that financial information is relevant, reliable and accurate, 
and that assets are safeguarded and transactions are executed in accordance with management's authorization. These 
systems are monitored by management and by internal auditors. In addition, the internal auditors perform appropriate tests 


and related audit procedures. 


The financial statements have been examined by Ernst & Young, independent Chartered Accountants. The external auditors’ 
responsibility is to express a professional opinion on the fairness of management's financial statements. The Auditors’ Report 


outlines the-scope of their examination and their opinion. 


To ensure that management fulfills its responsibility for financial reporting and internal control, the Board of Directors is 
assisted by an Audit Committee, whose members are non-management directors. The Audit Committee meets regularly with 
management, the internal auditors and the external auditors to satisfy itself that each is properly discharging its responsibili- 
ties, and to review the financial statements. The Audit Committee reports its findings to the Board of Directors for considera 
tion when approving the financial statements for issuance to the shareholders. The Audit Committee also recommends, for 
review by the Board of Directors and approval of shareholders, the appointment of the external auditors. The internal and 


ee Zaey, 


President and Chief Executive Officer Senior Vice-President and Chief Financial Officer 
February 10, 1995 


external auditors have full and free access to the Audit Committee. 


auditors’ report to the shareholders of TransAlta Corporation: 
We have audited the consolidated statements of financial position of TransAlta Corporation as at December 31, 1994 and 
1993 and the consolidated statements of earnings and reinvested earnings and cash flows for the years then ended. These 
financial statements are the responsibility of the corporation's management. Our responsibility is to express an opinion on 
these financial statements based on our audits. 


We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we plan 
and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. 
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. 
An audit also includes assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the 


corporation as at December 31, 1994 and 1993 and the results of its operations and the changes in its financial position 
for the years then ended in accordance with generally accepted accounting principles. 


Sak + Sy 
Calgary, Canada 


February 10, 1995 Chartered Accountants 


oe 
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consolidated statements of earnings and reinvested earnings 


in millions except net earnings per share) 


Year Ended December 3 1 


Note 1994 1993 
Electric revenue — regulated $ 1,391.8: Hes ees 
less: Alberta Electric Energy Marketing Act net charge 8 202.9 ace 
Alberta Small Power Research and Development Act charge i 12.0 6.4 
Bear aas nari (1769 71380 
Energy revenues — non-regulated 84.1 ToD 
; Vapi URE ae eas eR f  =:1,261.0 1,208.3. 
Operating deductions cares ein Shenk Se NE eee ae 
Regulated 
Operating expenses 9268.0 Dyer 
Fuel and purchased power 104.4 82.9 
Taxes, other than taxes on income 47.0 AV 
Depreciation 22504 224.) 
Taxes on income 186.0 SS), 
Non-regulated 10 68.6 56.3 
RE epee ee ee fe — B809.A ee BAO 
ec et a pepe) = =— 361.6 I a EGBG 
Allowance for funds used during construction 6.6 9.7 
Investment income “10 low 9.8 
Earningsbefore financing charges =i (<i‘i‘i‘i‘iairoswt*é‘(;é‘(‘;é;~;”;”;*‘é AACS 8B7«B 
Inferesicharges. her ae ; ‘ ee ees 
long-term debt — recourse 137.8 138.3 
— nomrecourse MiZA Pie 
Short-term debt 9.0 46 
Se eS ot een rises 153.9 
Preferred share dividend requirements 39.0 50.1 
emerge erie he BA 
Net earnings applicable focommon shares . hes 186.9 183.8 
Common share dividends ___ 155.6 155.5 
Reinvested earnings it ces 10 28.3 
Opening balance B —-~AC.8 ee 
Closing balance Nee agree Se hee we an $ 578.1 tae 546.8 
Earnings per share 
Average common shares outstanding 158.8 oe.7 
Net earnings per share $ 1.18 3 1.16 
see accompanying notes 
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consolidated statements of financial position 


(in millions) 
December 31 
Note 1994 1993 
Assets 
Property 
Land, buildings, plant and equipment Z $ 5,817.3 (eee 
Less accumulated depreciation 2,198.7 2,004.2 
Dap ge one a Neate | 3s Dk one EE i ; sae Pay 3,618.6 SL 2e 
Investments Seales ss a et eee 176.6 Gee 
Current assets 
Cash 58.0 = 
Accounts receivable DIS 208.7 
Marketable securities 3 ~ 328 
Materials and supplies at average cost ea eeaY oo Ra 46.1 _ 
Pepe ent WIGS oer Sip > Su 2 2 d = 8=—sssié3 28.4 2870 
Dolerted costs = vt = saan eee eo ie cope Scan eee 4. Al .2 
Total Assets $ 4,170.5 (epee ne 
Future costs for small power producers’ contracts 13 $ 347.6 $ sae2 
Capital and liabilities 
Common shareholders’ equity 
Common shares 5 $ 914.7 Eas 913.6 
Contributed surplus Wee hace 
Reinvested earnings 578.1 546.8 
Cumulative translation adjustment eee! “ 
a q eee = 1515.0 1,477.6 
Preferred shares of a subsidiary 6 462.8 549.0 
Long-term debt of subsidiaries 
— recourse 7 1,458.0 vs: 
: = non-recourse _ ; . We. 111.9 109.5 
; i aS ee tees AP eA 35477 res 
Current liabilities 
Bank loan and short-term notes of a subsidiary 142.8 S7al 
Accounts payable and accrued liabilities 168.9 186:5 
Dividends payable 47 8 49.4 
Income taxes payable ae 19.3 
_ Current portion of long-term debt 14.6 90.6 
NAS estes CO het ry ; 381.3 25 
Deferred credits : 

Deferred income taxes AQ 40.7 
Customer and other contributions 200.8 190.7 
Nee AO bas ae ak eae ec a NS DANS QS ia 
Total capital and liabilities rele $ A 70.5 A171 ea 
Obligations for small power producers’ contracts 13 $ 347.6 ia (S122 


On behalf of the Board: 


hig 


Director Director 


see accompanying notes 
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consolidated statements of cash flows 


(in millions) 


Year Ended December 31 


Note 1994 1993 
Cash from operations 
Net earnings applicable to common shares $ 186.9 $ 183.8 
Operating items not using cash 220.8 238.4 
eee «410.2 See talon, 
Change in non-cash working capital balances or (58.2) 
Common share dividends (155.6) (155.5) 
an & | 2673 
Cash applied to investments Ran Weatay 
Additions to property 
Regulated property 174 165.9 
Less: allowance for equity funds used during constructio 40 6.0 
i eee Sia eae # 133.4 159.9 
Non-tegulated property 9.] 4.8 
: é Re eee coe a eee RRS 
Equity investments 43.8 102.1 
Proceeds on sale of marketable securities 3 (38.3) = 
Other 47 10.7 
hate Pee ee re eee = 152.7 ele aes 
Cash surplus (deficiency) before financing 3 Semen Wines ke 114.6 oe (69.0) 


Financing 
Long-term financing 

Common shares I $ 1.1 Se one 
Long-term financing of subsidiaries 


TransAlta Utilities Corporation 


Long-term debt 80.4 350.5 
Repayment of longterm debt (220.6) (213.5) 
Redemption or purchase of preferred shares (86.2) (205.4) 
Other [pene 6.] 
TransAlta Energy Corporation 
Long-term debt — recourse 52.1 98.5 
Repayment of longterm debt 
— recourse - (4.3) 
— non-recourse (4. 1) SES eee geen os) 
(Decrease) increase in longterm financing On iene ee —S (162.3) ee 31.9 
Shortterm financing 
Increase in bank loan and short-term notes 105.7 Cran 
Increase in cash ie a oe Le M2 Beat 5-0. ___ (58.0) Saas 
aw 47.7 ie 371 
1" ie a ae $ (114.6) ie 69.0 


see accompanying notes 
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notes to consolidated financial statements 


(tabular dollar amounts in millions) 


1. summary of accounting policies 


a) Generally accepted accounting principles The conso- 
lidated financial statements of TransAlta Corporation [the 
corporation”) have been prepared by management in 
accordance with accounting principles generally accepted 
in Canada. These principles conform in all material 


respects with International Accounting Standards. 


The corporation is incorporated under the laws of Canada 
and is engaged -primarily in the production and sale of 
electric energy. Its activities are classified as one segment 


for financial reporting purposes. 


b) Consolidation and investments The consolidated 
financial statements include the accounts of the corporation 
and all wholly-owned subsidiaries, of which TransAlta 
Utilities Corporation (“TransAlta Utilities") and TransAlta 
Energy Corporation ("TransAlta Energy") are its principal 


operating subsidiaries. 


TransAlta Utilities owns and operates electric generation, trans- 


mission and distribution facilities in the Province of Alberta. 


TransAlta Energy is engaged in Canada and internationally 
in the business of electricity generation, thermal energy 
supply and electricity distribution. 


Investments in entities in which the corporation exercises 
significant influence are accounted for using the equity 


method. Other investments are carried at cost. 


c) Regulation TransAlta Utilities is regulated by the Alberta 
Energy and Utilities Board {an amalgamation of the Alberta 
Energy Resources Conservation Board and the Alberta 
Public Utilities Board effective February 1995) pursuant to 
the Hydro and Electric Energy Act (Alberta); pursuant to Part 
Il of the Public Utilities Board Act (Alberta); and is subject to 
the Provincial Water Power Regulations (Alberta). These 
acts and regulations cover such matters as rates, construc- 


tion, operations, financing and accounting. 


d) Allowance for funds used during construction TransAlta 
Utilities capitalizes an allowance for funds used during 
construction at the cost of capital related to utility property 
under construction. This amount is a non-cash item of 


income which will be charged and recovered in rates to 
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customers over the service life of the assets, commencing 


with their inclusion in rate base. 


e) Customer contributions Customer contributions to 
TransAlta Utilities for new service connections are included 
in deferred credits and amortized to earnings at a 


composite rate of approximately three per cent per annum. 


f) Deferred costs Unamortized financing costs of TransAlta 


Utilities are amortized to earnings as follows: 


Debt issues — over the lesser of the remaining original life 


or the estimated average life of the issue. 


Preferred share issues — over the estimated average life of 


the issue. 


Gains or losses realized on the purchase of debt for sink 
ing fund purposes are amortized over the remaining life of 
the issue. These policies are in accordance with the 
method of determining TransAlta Utilities’ cost of capital for 


regulatory purposes. 


Financing costs of TransAlta Energy are amortized to earn- 
ings on a straightline basis over the term of the related 


debt issue. 


Costs incurred by TransAlta Energy to develop potential 
investments are deferred until construction of a plant 
commences or acquisition of an investment has been 
completed, at which time the costs are included in property 
or investments. When it has been determined that construc- 
tion of a plant or an acquisition of an investment will not 
occur, the related development costs are included in oper- 


ating expenses. 


g) Property Land, buildings, plant and equipment are 
carried at cost. TransAlta Utilities provides for depreciation 
on a straighHline basis using various rates as approved by 
the Alberta Energy and Utilities Board, based on deprecia- 
tion studies prepared by TransAlta Utilities. 


Independent power plants are carried at cost and depreci- 
ated on a unitofproduction basis based upon production 


estimated for the term of the related power sales contracts. 


Depreciation rates incorporate estimates of service lives 


and future net salvage costs. Estimated future net salvage 
costs include the costs to remove plant from service, net of 
estimated recoveries. Estimated costs to reclaim mining 
properties are recorded as operating expenses primarily 
on a unitofproduction basis. 


h) Revenue recognition Revenues are recognized on the 
accrual basis, which includes an estimate of the value of 
electricity consumed by customers to the end of the year 


and billed subsequently. 


i) Taxes on income For federal income tax purposes, earn 
ings from the operating activities of TransAlta Utilities are 
taxed by a tax allocation method under which accounting 
income and taxable income are equated through the timing 
of deductions for income tax purposes. All income taxes are 


paid on a current basis and no income taxes are deferred. 


As directed by the Public Utilities Board, effective 1991 
TransAlta Utilities adopted the taxes payable method of 
accounting for provincial income taxes, under which tax 
able income differs trom accounting income through claim- 
ing deductions for income tax purposes greater than the 
amounts charged fo earnings. The Alberta income taxes 
are included in operating deductions and no income taxes 
are deferred. Prior to 1991, the tax allocation method 
followed for federal income tax purposes was also 


followed for provincial income tax purposes. 


Income taxes on earnings from construction activities of 
TransAlta Utilities will be recorded only when the costs of 


the constructed assets are depreciated. 


Since there is a reasonable expectation that when income 
taxes become payable they will be included in rates 
approved by the Alberta Energy and Utilities Board and 
recovered from the customers of TransAlta Utilities, federal 
income tax reductions of $58.8 million, provincial income 
tax reductions of $25.6 million and income taxes on earn- 


ings from construction activities have not been recorded. 


Prior to 1990, under the Public Utilities Income Tax Transfer 
Act (Canada) and legislation passed by the Province of 
Alberta, 95 per cent of the federal and 100 per cent of 
the provincial income taxes paid by TransAlta Utilities 
attributable to its electric utility operations were rebated to 
its customers. Effective with the 1990 taxation year rebates 


of provincial income tax were eliminated. Effective 1993, 
the amount of federal tax available for rebate was 
reduced from 95 per cent to 85.5 per cent. 


TransAlta Energy utilizes the tax allocation method of 


accounting for income taxes. 


j) Translation of foreign currency TransAlta Utilities’ foreign 
denominated long-term debt is translated at the yearend 
exchange rate. The resulting adjustment is deferred and 
amortized over the remaining life of the debt. This method 
is in accordance with the method used in determining the 


cost of capital for regulatory purposes. 


Monetary assets and liabilities denominated in a foreign 
currency are translated at the year end exchange rate. 
Revenues and expenses are translated at rates of 
exchange prevailing on the transaction dates. Gains and 
losses are included in the determination of earnings except 


for the above paragraph. 


TransAlta Energy's equity investments in Hidroneuquén S.A. 
and EnergyDirect ltd. are considered selfsustaining and 
accordingly are translated into Canadian dollars using the 
current rate method, Gains and losses on translation of 
these assets and associated longterm debt are deferred in 
a separate component of common shareholders’ equity 


entitled “cumulative translation adjustment”. 


k) Post Retirement Benefits Post retirement costs and oblig- 
ations for the basic pension, the supplementary pension 
plan and post retirement benefits other than pensions are 
actuarially determined using the projected benefit method 
prorated on service. The estimated market value of the 
basic pension plan fund assets is actuarially determined 


based on a five year moving average. 


Experience gains and losses and amounts arising as a result 
of changes in assumptions, plan amendments and invest 
ment and salary experience which differs from manage 
ment's best estimates are amortized over the expected 


average remaining service life of the employee group. 
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2. property 


TransAlta Utilities 
Hydro production 


Thermal production 
including coal mines 


Environmental control 


Transmission lines, substations 


and distribution systerns 
Other 


Property under construction 


Depreciation 


1994 


Accumulated 


December 31 


1993 


Accumulated 


TransAlta E nergy 
Independent power plants 
and equipment 


Other 


Rates Cost Depreciation Cost Depreciation 
2.66% Co 27S Sos PHENT ae tliaen 
3.24% - 4.07% 2,250.9 772A 22208 707.0 
3.58% 406.6 ven: 401.5 1477 
4.10% - 5.68% 2,263.8 972.7 2,160.6 871.5 
Various 398.6 oe 419.1 156.1 
39.5 - 82.1 ‘ Es 
pee 5,633.7 2,183.0 5,554.8 1,996.4 
unit of production 175:0 15.4 WS2 7.6 
10.00% - 20.00% 1.6 0.3 1.4 0.2 
70; - - - 
Eee 183.6 De S746 are: 
$ 5,817.3 $ 2,198.7 $25,729 4 $ 2,004.2 


TransAlta Utilities capitalized allowance for funds used during construction at a rate of 10.4 per cent (10.4 per cent in 1993) 
on property under construction. 


> eee 
| ?. investments 


International 
Hidroneuquén S.A. 
EnergyDirect Ltd. 

Canada 
AEC Power Ltd. 
Other 


December 31 
1994 1993 
Guo ial 5 Se One 
45.9 = 
15.2 to. 4 
er lee i 1.2 
$ A766 


cae Uae 


International 


Hidroneuquén S.A. TransAlta Energy owns 27 per cent of 


US dollar. Consequently, earnings and dividends from its 


the common shares of Hidroneuquén S.A. which owns 59 


per cent of the common shares of Hidroelectrica Piedra del 
Aguila S.A. (PdA). PdA owns a 30-year concession which 
provides it with all the rights and responsibilities associated 
with the ownership and operation of a 1,400-megawatt 


hydroelectric power facility in Argentina. Revenues and 


operating expenses of PdA are denominated in Argentine 


pesos which, in accordance with the convertibility law of 


Argentina, are convertible on a oneforone basis with the 
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investment will be denominated in US dollars. 


EnergyDirect Ltd. In December 1994, TransAlta Energy 
purchased 20 per cent of the common shares of 
EnergyDirect Ltd. for $43.2 million Cdn ($50.6 million 
NZ). EnergyDirect Ltd. distributes electricity and natural gas 
in a region adjacent to Wellington, New Zealand. 


Canada 

AEC Power Ltd. AEC Power ltd. owns and operates the 
utilities plant that supplies electric energy and steam on a 
costofservice basis to the Syncrude Project for production 
of synthetic crude oil from the Alberta oil sands. The invest 
ment consists of 50 per cent of the voting common shares, 


which represents one third of the outstanding shares. 


Other On January 1, 1993, TransAlta Energy sold its invest 
ment in AEC Power lid. to the corporation for $23.5 million. 
The excess consideration over the carrying value of the invest 


ment of $7.8 million was recorded as a capital contribution. 


4. deferred costs 


During 1994, TransAlta Energy sold its investment in 
marketable securities of Sherritt Inc. for proceeds of $38.3 
million, realizing a gain of $5.5 million which is included 


in investment income. 


Capital Power Limited In January 1995, TransAlta Energy 
purchased 49 per cent of the common shares of Capital 
Energy Limited for $79.0 million Cdn ($88.0 million NZ), 
which was funded from cash and TransAlta Energy's credit 
facility. Capital Energy owns 100 per cent of Capital 
Power Limited which distributes electricity in the city of 


Wellington, New Zealand. 


eee 


1994 | 1993 
TransAlta Utilities 3 

Unamortized financing costs S288 oe NOS 
_ Other S oe 6.0. 5 0.6 
me Sod: 24.8 Bei 20.4 

TransAlta Energy : 
Unamortized financing costs A9 AL 
Development costs ‘ 5 Git M7 eine eR ors eae ae On 
22S 20.8 
ee ee ee Oger ore ON oan eis Le he 


Financing costs totalling $2.1 million were deferred in 
1994 ($5.4 million in 1993) and $2.9 million ($2.6 
million in 1993) were amortized and included in interest 
expense. Other deferred costs of $6.5 million were 
deferred in 1994 ($1.8 million in 1993) and $1.1 million 


were amortized ($ nil in 1993). 


5. common shares 


a) Authorized Unlimited number of voting common shares 


without nominal or par value. 


b) Issued and outstanding At December 31, 1994, 158.8 
million common shares were issued and outstanding 
(158.7 million shares in 1993). During 1994, 0.1 million 
shares were issued for cash of $1.1 million under the 
share option plan (0.2 million shares were issued for cash 
of $3.3 million under the dividend reinvestment and share 


purchase plan and the share option plan in 1993). 


c) Common shares reserved for future issue Under the 
amended terms of a share option plan, subject to shareholder 
approval at the annual and special meeting of shareholders 


Development costs totalling $4.6 million were deferred in 
1994 ($13.3 million in 1993) and development costs of 
$3.5 million were written off and included in operating 
expenses ($1.7 million in 1993). 


on May 12, 1995, the corporation is authorized to grant 
certain key employees options to purchase up to an aggre 
gate of 6,000,000 common shares at prices based on the 
market price of the shares as determined on the date of the 
grant. Options may not be exercised until one year after 
grant and thereafter at an amount not exceeding 20 per 
cent of the grant per year on a cumulative basis until the 
sixth year, after which the entire grant may be exercised at 
any time prior to expiry. At December 31, 1994, options to 
purchase 1,917,000 shares (1,889,200 shares in 1993) 
were outstanding at prices ranging from $11.765 to 
$15.00 per share and expiring from 1996 to 2004. 
During 1994, options to purchase 152,200 shares were 
granted: options to purchase 35,400 shares were 
cancelled; and options to purchase 89,000 shares were 


exercised for proceeds of $1.1 million. a 
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6. preferred shares of TransAlta Utilities 


Corporation 


a) Authorized The authorized preferred share capital of 
TransAlta Utilities consists of an unlimited number of First and 


Second Preferred Shares, all without nominal or par value. 


b) Issued and outstanding - first preferred shares The first 
preferred shares, which are issuable in series, are cumulative 
and redeemable at designated dates at the option of 
TransAlta Utilities at their subscription price together with a 


premium not in excess of the annual dividend. Certain series 


are retractable at the option of the holder on designated 
dates at their subscription price plus any accrued and 
unpaid dividends. Certain series have annual purchase 
funds which are non-cumulative but require TransAlta Utilities 
to make all reasonable efforts to purchase for cancellation, 
in the open market, preferred shares at a price not exceed- 
ing their subscription price plus any accrued and unpaid 
dividends and costs of purchase. Only first preferred shares 


are issued and outstanding. 


December 31 


1994 1993 
4% to 5.40% % to 8.40% 
Purchase fund $ - $ 460.0 § 460.0 fe 5460 
Other _ Re eel See ky ee Wes) = 2.8 2.9 
$ 2.8 $ 460.0 $ 462.8 $ 549.0 
Number of shares 15,984,916 19,310,046 
Number of votes 4 509,179 5,363,090 
c) Changes during the year 
Cancelled through 
Purchase fund is OMh $ (4.2) $ (4.3) $ (0.1) 
Retraction eres eee or SPS a gee eanie nee (81.9) = (81 9) : (205.3) 
$a Oxi) $ (86.1) $ (86.2) $ (205.4) 
Number of shares (3;325,.1:30) (7,455,654) 
Number of votes (853,911) (1,906,672) 
d) Retraction privileges 
In 1994 Sioa $ = $ 5 $ 100.0 
In 1995 - 100.0 100.0 100.0 
In 1996 ~ 99.0 99.0 99.0 
No retraction 2.8 Beg 26] Oe 263.8 250.0 
le, ee $ 460.0 $ 462.8 $ 549.0 


An annual purchase fund may be required for up to $9.9 million stated capital in each of 1995 to 1999. Any suc 


requirements could reduce the retraction privileges. 
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7. long-term debt of subsidiaries 


December 31 
1994 1993 
a : 7 '74% to 9:3/8% 1O% tot te/2% 
TransAlta Utilities ie ieee erage SS ites Sroka Mee Gece, Nee 
First mortgage bonds aw see) $ = rk Mo Oee $ 26.4 
Debentures 548.5 630.1 1,178.6 1,310.0 
Notes payable 40.0 = 40.0 40.0 
Capital leases 44.6 - . 446 48.7 
Other 7A ~ 74 9.3 
; ROOS. Be 630.1 1,295.9 1,434.4 
Less: current portion 99 0.1 10.0 86.4 
PES Rene Miniaeee Dee iene ire HIG" BRB: VS. 680100 = MEET OR Ortne Sok se 1 BAS 
The following principal amounts and sinking fund requirements, excluding current portion, are due in: 
1995 ee Goes eae ae $ 244 
1996 TID. = Var 124.3 
1997 56.6 130.0 186.6 189.6 
1998 PAS 200.0 DOES ZA © 
1999 EWA 100.0 lea. ABBEo 
2000 to 2005 BSS 18) GG re 200 eT Oc eee 
$655.9 $ 6380.0 $ 1,285.9 $ 1,348.0 


First mortgage bonds First mortgage bonds total $17.5 mil 
lion US ($20.0 million US in 1993) and are payable at 
$2.5 million US per year over the next seven years. They 
are secured by a first charge on certain of TransAlta 
Utilities’ land, buildings, plant and equipment and by a 
first floating charge on all other utility assets situated in the 
Province of Alberta. TransAlta Utilities has closed the Trust 
Deed and will issue no additional first mortgage bonds. 


Debentures The debentures are secured by a floating 
charge on the property and assets of TransAlta Utilities sub- 
ject to the first specific charge and the first floating charge 
securing the first mortgage bonds. During the year, the cor 
poration issued for cash $80.0 million Series A Secured 
Debentures at rates ranging from 7.50% to 8.70%. In 
1993 $200.0 million 8.35% Series T and $150.0 million 


7.25% Series U Secured Debentures were issued for cash. 


The following secured debenture issues, including sinking fund requirements, were redeemed for cash: 


10 3/4% Series F 
17 °/8% Series | 

13% Series | 

95/8% Series L 
9 3/4% to 11 '/4% Series A 
10 1/2% Series E 
12% Series K 


Notes payable The notes payable of TransAlta Utilities are 
unsecured, have no authorized limit, bear interest 
determined at June 30 and December 31 of each year 
at the greater of the five-year bank term deposit rate or 


the prevailing bank prime interest rate and mature 


1994 1993 
$ 29.9 sae ee 
30.0 3.0 
40.6 9.4 
100.0 - 
10.9 350 
- 45.6 
Sao Un ng OM acer |e ete ROR neue sete OO 
eee $ 194.4 


December 31 in each year. These amounts are payable to 
rural electrification co-operative associations through their 
agent, Farm Electric Services ltd., and represent a portion 
of funds contributed by members of these associations. 
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Capital leases TransAlta Utilities leases, with options to 
purchase, draglines with an initial capital cost of $73.0 
million ($73.0 million in 1993) which is included in 
thermal production property. The related liability is 
included in long-term debt to reflect the effective acquisi- 
tion and financing of the equipment. Accumulated amorti- 


zation amounted to $32.2 million ($27.9 million in 


1993). The future minimum payments under the capital 
ized leases are $8.0 million in 1995, $8.6 million in 
each of 1996 to 1999 and $19.8 million thereafter. The 
imputed interest included in these future minimum payments 


is $17.6 million ($21.5 million in 1993). 


December 31 
1994 1993 
TransAlta Energy 
Non-recourse 
Notes payable for independent power plants $116.5 $1134 
Less: current portion Seas eee ae (As . pride ins eee 
eye Mone cranes eae RRA = pee # DIE OS tek ee aia: 
Recourse 
Credit facility 
Canadian funds 40.4 - 
US funds (US $86.0 million) T2OES = 
Bank loan facility 
Canadian funds = 7O 
US funds (US $0.3 million) 0.4 98.5 
Notes payable for independent power plants coe 10.8 17.8 
SEE eT a PG Wye ee epee sae 123.3 
$ 284.0 ee Boe 


Non-recourse The notes payable are non-recourse and 
bear interest of 9.82 per cent and 10.72 per cent, with 
principal and interest repayable over 12 and 15 years. 
Security for the notes is limited to first fixed and floating 
charges and specific mortgages on the independent 
power plants, and assignment of the related contracts and 
permits governing operation of the plants. In the event of a 
material default under a contract or permit related to a 
plant in service, the financial loss to TransAlta Energy is lim- 
ited to its equity in the plant and its commitments under 
longterm gas agreements, which, in 1994 approximate 
$18.6 million ($17.5 million in 1993) and which esca- 
late thereatter in accordance with gas transportation tolls, 
Required repayments are $4.6 million in 1995, $5.1 
million in 1996, $5.6 million in 1997, $6.2 million in 
1998, $6.8 million in 1999 and $99.0 million thereafter, 


Recourse In August 1994, TransAlta Energy established a 
$250.0 million US credit facility that permits borrowing in 
either US or Canadian dollars. At December 31, 1994, 
the committed portion of the facility was $175.0 
million US, of which $49.2 million US remained avail- 
able. The credit facility bears interest at variable lending 
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rates and is due August 9, 1995, being the date at which 
the facility is renewable for a further year at the option of 
TransAlta Energy and the lenders. Amounts due under the 
credit facility have been classified as long-term in these 
financial statements as the lenders have indicated it is their 
intention to extend the facility a further 364 days upon its 
renewal date of August 9, 1995. 


TransAlta Energy has fixed the effective rate of interest on 
$25.0 million US at.7.98 per cent to January 1996 and 
on $25.0 million US at 8.23 per cent to July 1996. 


TransAlta Energy has a $25.0 million US bank loan 
facility. Funds can be drawn under the bank loan facility in 
either US or Canadian dollars, bear interest at variable 
lending rates and are due on demand. The bank loan 
facility is included in long-term debt as the bank does not 
intend to seek repayment during 1995. At December 31, 


1994, $24.1 million US available under this facility. 


Included with the recourse debt is $10.8 million ($17.8 
million in 1993) of the debt proceeds received for the 
independent power plants for which letters of credit were 


issued as security. The letters of credit will be released on 
or before January 1, 1999 providing the plants meet 
certain financial performance and other conditions. 


As each condition is satisfied, the related letters of 


8. Alberta Electric Energy Marketing Act 
net charge 


Pursuant to the Electric Energy Marketing Act (Alberta) 
("EEMA"), the Alberta Department of Energy purchases 
electric energy generated and transmitted by TransAlta 


Utilities, Edmonton Power and Alberta Power Limited. The 


9. rates for services 


Regulated electric revenues in 1994 were collected under 


rates approved in 1993 by the Public Utilities Board. 


credit will be released and the amounts included as non- 


Alberta Department of Energy immediately resells the elec- 


recourse debt. 


tric energy to the utility from which it was purchased at the 
average price of all energy so purchased. The prices fixed 
by the Public Utilities Board for electric energy supplied by 
TransAlta Utilities are currently below the average repur- 
chase price, which gives rise to a net payment by | 


TransAlta Utilities through EEMA. | 


During 1993, an interim rate rider of $12.0 million was 
collected from customers which was retunded from January 
1, 1994 to October 31, 1994, as directed by the Public | 
Utilities Board. ea 


10. non-regulated operations selected financial information 


Non-tegulated operations include TransAlta Energy and its subsidiaries and the investment in AEC Power Lid. 


Year Ended December 31 


1994 1993 
Earnings 
Energy revenues oe Baal Pes o2 
Operating deductions 
Fuel f° A053 S.1 00.8 
Operating expenses 202 Isis 
Depreciation _ Sas iis Pi erase eae tee heme free. 
$ 68.6 $30.3 
Investment income 
Equity income 
Hidroneuquén S.A. Ae one: tes 
EnergyDirect Ltd. 0.2 = 
AEC Power ltd. 1.6 2.) 
Interest and other income Sata) vy. Suet 8.1 een i mene 
a Re ae Plow ou 98 
Net earnings peeGu7 pen eed 
Assets 
Property $ 167.9 $ 166.8 
Investments Spy OO ere (yea 
Cash and other, net of current liabilities 728 200 Deore 
Liabilities 
Long-term debt 
non-recourse SS Ons oo GeO 
recourse Sar lel $2 1123: 
Equity SUbee.S $ ae 
(ao 
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11. net earnings and taxes on income 


that would be determined by applying the combined statu- 
tory Canadian federal and Alberta income tax rates to pre- 


Net earnings in 1994 were $225.9 million ($233.9 tax earnings, as follows: Year Ended December 31 
million in 1993). Taxes on income vary from the amount 
1994 1993 
Statutory income tax rates AA 3% AA 3% 
Adjustments 
i) Provincial timing differences for which no deferred 
tax is provided OS (0.7) 
ii} — Equity income (0.8) (0.2) 
iii) Allowance for equity funds used during 
construction, net of applicable depreciation adjustment 1.8 is: 
iv) — Coal mining allowances (0.7) (0.7) 
v) Application of TransAlta Energy's losses from prior years (0.4) (0.2) 
vi) Large corporations tax 1.0 : 1 
eA OiRer pe Pens ie eras (0.5) 3 (0.7) 
Effective income tax rate 45.2% 44.4% 


At December 31, 1994, TransAlta Energy has available for future use approximately $61.4 million of tax losses ($63.4 


million in 1993), for which no future benefit has been recorded. These losses expire in the years 1995 to 2001. 


12. post retirement benefits 


a) Pensions The corporation maintains a contributory 
defined benefit retirement pension plan covering substan- 
tially all employees of the corporation and its subsidiaries 
and a supplemental retirement pension plan. Effective 
January 1, 1994 the corporation prospectively changed 


the method used to account for the supplemental retirement 


pension plan from a cash basis to an accrual basis. As a 
result of this change in accounting policy, 1994 net 
income has been reduced by approximately $1.0 million. 
The accumulated unrecorded supplemental retirement 
pension obligation as at January 1, 1994 was $10.5 
million. It is being amortized over the estimated average 


remaining service life of employees which is 17.2 years. 


Net Pension Expense for the Years Ended December 31 


1994 1993 

Basic pension plan: 
Service cost for benefits earned 

Regular See 6 $9 

Laid-off employees 5.0 = 
Contributions from employees (4.1) (4.5) 
Expected interest on accrued benefits 2301 22.9 
Expected interest on plan assets (22.7) (22.7) 
Net amortization and deferral of experience gains and losses, 
changes in assumptions and plan amendments (0.5) (0.3) 
Net pension expense $ 12.4 * : $ 8.4 
Supplemental retirement pension plan service cost for benefits earned Ce See 08: 


At December 31, 1994 and 1993, the estimated market 
value of pension fund assets for actuarial purposes was 
$311.0 million ($318.5 million in 1993) and equalled 
the actuarial value of accrued pension obligations. 
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The actuarial value of the unfunded obligation of the sup- 
plemental retirement pension plan was $11.3 million at 
December 31, 1994 ($10.5 million in 1993). 


b) Post retirement benefits other than pensions The corpo- 
ration provides supplementary health and dental benefits 
covering retirees of the corporation and its subsidiaries 
under the age of 65 and their eligible dependents. 
Etfective January 1, 1994 the corporation prospectively 
changed the method used to account for post retirement 


benefits other than pensions from a cash basis to an 


accrual basis. As a result of this change in accounting 
policy, 1994 net income has been reduced by approxi- 
mately $1.0 million. The accumulated unrecorded post 
retirement benefit obligation as at January 1, 1994 was 
$11.7 million. It is being amortized over the estimated 
average remaining service life of employees which is 
17.2 years. 


Net Expense for the Year and the Status of the Plan as of December 31 


1994 | 1993 


Post retirement benefits other than pensions expense gee ae! Sr OD 


Actuarial value of unfunded obligation of post retirement 


benefits other than pension service cost for benefits earned Sn er A Sst ead 


The latest actuarial valuation of the basic pension plan, the 
supplemental retirement plan and post retirement benefits 


other than pensions was completed on December 31, 1992. 


In determining all post retirement benefits expenses and the 
status of all the plans the following significant assumptions 


were consistently used for 1994 and 1993: rate used to 


13. small power producers’ contracts 


The Alberta Small Power Research and Development Act 
(“the Act”) requires TransAlta Utilities to enter into longterm 
power purchase contracts for up fo 122.3 megawatts of 
capacity with eligible small power producers at legislated 
prices. Payments under the contracts are included in rates 
charged to customers. In addition, under the Act, effective 
January 1, 1995 TransAlta Utilities is required to compen- 
sate the producers for their income tax paid to a maximum 


of 15 per cent of their power revenues. 


During 1994, 73 megawatts of small power capacity 
delivered power to TransAlta Utilities. At December 31, 
1994, future undiscounted minimum payments under these 


contracts are as follows: 


1995 $ 17a 
1996 17.4 
1997 17.7 
1998 18.0 
1999 18.3 
Risteg iets 200 

$e me 84750 


discount future benefits 7.5 per cent; rate used to estimate 
interest cost 7.5 per cent; rate used to estimate return on 
investments 7.5 per cent; rate used to escalate salaries 
5.5 per cent; estimated remaining service life of employees 
17.2 years. The assumptions take into consideration the 


long term nature of the plans. 


wai 


At December 31, 1994, TransAlta Utilities has contracted 
for an additional 40 megawatts of capacity of which 20 
megawatts are forecast fo commence delivery in 1995 
and 20 megawatts in 1996. Future undiscounted minimum 
payments under these contracts are estimated to be 
approximately $469.0 million. The remaining 9.3 
megawatts of capacity allocated to TransAlta Utilities has 


not been contracted for. 


TransAlta Utilities must purchase the power under long- 
ferm contracts at a price not less than 5.20¢/kWh which 
is in excess of the Alberta Integrated, System marginal cost 
of producing energy of about two cents per kilowatt hour 
(about 1.9¢/kWh in 1993). 


While the small power producer contract costs are passed 
on to the customers through rates approved by the Alberta 
Energy and Utilities Board, there is no guarantee that such 


costs will be recoverable in future years. 


The estimated future costs and obligations for small power 
producers’ contracts are presented separately in the corpo 
ration’s consolidated statements of financial position for 


information purposes and do not form part of the corpora 


ilelniekeateelecoltelitcleliliitscen 2 sukane ne | iy Re See eaet ik | 


14. comparative figures 


Certain of the comparative figures have been reclassified to conform with the current year presentation. 
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ten-year summary of TransAlta Corporation 
(millions of dollars except where noted) 1994 1993 


Financial record 
Statement of earnings 


Electric revenue — regulated 1,391.8 1,312.8 
Alberta Electric Energy Marketing Act net (charge) recovery (202.9) (h7s.3) 
Alberta Small Power Research and Development Act charge (12.0) (6.4) 
Energy revenues — non-regulated 84.1 L352 
Operating deductions (899.4) (840.0) 
Allowance for funds used during construction 6.6 97 
Allowance for funds used on plant held for future use a = 
Investment income 16.2 9.8 
Interest charges (158.5) (153.9) 
_ Preferred share dividend requirements of subsidiaries Le ees (39.0) {50.1) 
Earnings from continuing operations 186.9 183.8 
Discontinued! opertitions : Voi in nla es ieee ee ome i bd S peer 5) a 
Net earnings applicable to common shares 186.9 183.8 
Common shareholders’ investment 
Average common shareholders’ investment (weighted) 1,494.2 1,463.2 
Return from continuing operations on weighted average [7%] ZS 1286 
Common share information (dollars per share) 

Book value (year end) 9.54 9.3] 

Earnings from continuing operations is 1.16 

Net earnings Aone 1.16 

Dividends declared 0.98 0.98 

TransAlta Utilities’ coverages (times earned before income tax} 
Interest 3.8 3.9 
Interest and preferred dividends aS) 23 
Assets and property 

Total assets (year end) AN7O.5 Alea ev aye 

Property 3,618.6 a Agee 

Electric utility property in service (year end} 3,411.2 3,476.3 

Investments and expenditures on facilities 195.0 283.5 

Capitalization (year end] 

Common shareholders’ equity eye’ 1,477.6 

TransAlta Utilities — preferred shares 462.8 549.0 
— longterm debt 285.9 1,348.0 

TransAlta Energy — longterm debt 284.0 232268 

Ss Nn = spare teshnesch SIy cate 1, SE Sake ey Tes aS rc te Le Pee = 

SALE 3,607.4 
Statistical record 
Electric energy sales (millions of kWh] 

Regulated — residential and commercial ee 3,620 
— industrial ADEs S isioco 
— cities and towns under wholesale contracts i758 7 54) 
— farms ee el eRe) 

Non-tegulated ___—independent power = atl Gente se We AA ae Se 2O i 

28,794 27 O75 
Generating capability (nominal net MW including capability of equity investments) 

Regulated — hydro 800 800 

— thermal 3,676 SOO 
_Nonregulated __— independent power - ea 377 
4,966 AVB53 

Sources of primary energy (millions of kWh] 

Regulated — hydro Lo74 1,670 
= thermal (coal) DFE E 27 ,369 
~ net purchases and exchanges (401) (1, OZ 

Nonregulated __— independent power _ Coll (ea BROOMS siti soe _1,256 

30,254 29,188 


*Net of $0.75 per share or 7.5 per cent reduction resulting from capital reorganization February 1, 1988. 
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1992 199 1990 1989 1988 1987 1986 1985 


eS 1,160.6 MOGS:5 954.9 909.6 917.0 909.0 833.8 
WVS6)) (159.5) (25) (43.3] eA 8.5 (15.9) (21.5) 
(3.8) (0.6) - - - a - - 
5.9 = ~ - - = — - 
(749.9) (667.6) (620.3) (588.3) (585.3) (582.3) (557.6) (500.8) 
ieche) TS.8 DIS Sol Some 38.7 61.0 75.0 
Kors) B2e2 18.6 5.6 - (ONS) 0.4 = 
‘Foal Do: Del DAG) 1.9 5.4 12.9 8.2 
(147.4) (168.4) (176.4) (hO3z5) (146.2) (130.3) (147.7) (136.3) 
(59.0) We ON 1G oh el: (80.9) (84.0) (86.3) 
182.5 158:3 JAS3 150.0 TASES Wome) 178.1] WIRE 
ee IO) i re a ee 88 
182.5 158.3 SOL8 136.9 1ehOgS 179.0 OSS) 180.9 
1,393.4 1,214.7 1,188.9 122731 1,236.6 Ie SION ],278.9 1,256.9 
oul 13.0 lees E22 14.1 S20) 13.9 igen 
ony, 8.7 | 8.42 9.10 NOS 9.87 9. A6 9.93 
1.18 Tesla? EOF els 1.29 esa 1S ies 
Peo et? ORG 1.01 0.86 less 0.4] 1.39 
0.98 0.98 0.98 0.965 0.93 0.92 0.86 0.81 
S28 Sat S40) oe 328 44 4.] 4] 
Dip 2.0 2.0 2.0 eo 23 LED De. 
PANN eleven 3,966.0 3,844.2 3,892.3 SP ZAR© SOS osS) 3, 70129 Si OOML 
3,793.4 See STi ey ae BASH SVE SSWS) 3,286. | Oa Seo) Crete | 
3S O25 See) Salelk79 3,058.3 3,024.8 80053 2,993.4 2,560.5 
873.3 B2258 ASO) 293.4 229.7 169.9 Zeore PES 
], 446.0 legos! altace 230-6 (9 PONE E3343 LE 265e7- 1,298.9 
754.4 763.0 668.2 (CyAe! Th 678.9 FO8./ 689.7 741.8 
1,089.1 levee 1,396.2 e220") 1,149.4 946.2 992.3 1@54:2 
142.8 See Tors) 99.3 68.1 - - 39.7 
eee a ee Ne Mee ede POO OEE ONO 
3A32:3 re Ov4Eye ROE TA SEZ 3 Onl On 3,163.4 cinls Var 3,294.6 


S530 3,474 CinclOle) S205 3,129 2,928 2,854 2,802 
Poevon 12,168 10,911 10,359 9922 8,789 Seals 7 994 
TASS 7 426 LASAS Ve2NO 7 O02 6,668 6,522 6,453 
eke ie bees Taloy? Ilr Aele4 1,006 | 006 999 
Peeler rc tren Wine ee SO = ae ae pigs Wes heen iC 
DS AVE 24,250 22,786 21,942 ZA AZE® 19,39] 18,597 18,248 
800 800 800 800 800 800 800 800 
3,676 BCVA! 13/076 3,493 3,493 3,493 3,493 3, O10 
eo LE IE SE a Se mE ee ae SB ou) BB 
4,742 4,564 4,564 4381 4 381 4,381 4 38] 4,198 
p02 DO 22 2,051 1,589 A23 | 444 1,79] 1,385 
26,904 ZEV OZ 25,584 DST OK) 26,342 24,839 28 83 DS sh 
(AS) (1,905) (2,809) (2,969) (4,619) (4,968) (5,304) (4,610) 
100 = - = = S z = 
27 SON 26,219 24,826 24,130 23,146 Ppa 20,300 19,956 
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President & CEO, TransAlta 
Joined TransAlta in 1963 
Director since 1988 


ROSS F. PHILLIPS, F.C.A. 
Corporate Consultant 

Former Chairman & CEO, 
Home Oil Company Limited 
Director since 1975 «+ (1,2) 


HARRY G. SCHAEFER, F.C.A. 
Chairman of the Board, TransAlta 
Former Chief Financial Officer, TransAlta 
Joined TransAlta in 1963 

Director since 1985 «+ (5) 


RALPH A. THRALL, JR. 


President, Mcintyre Ranching Co. ltd. 
Director since 1981 «+ (1) 


(4) Member of Risk Management Committee 


(5) Member of Pension Investment Committee 
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KEN F. McCREADY 
Chief Executive Officer 


WALTER SAPONJA 
President & Chief Operating Officer 


MICHAEL A. PAVEY 
Chief Financial Officer 


WOLFGANG JANKE 


Vice-President, Customer Services 


FA. RICHARD McKINNON, F.C.A. 


Vice-President, Finance 


MURRAY A. NELSON 


Vice-President, Marketing 
& Business Services 


JOHN A. TAPICS 


Vice-President, Generation 


WILLIAM A. VERES 


Treasurer 


DON W. BOONE 


Corporate Secretary 


KEN J. WETHERELL 


Assistant Corporate Secretary 


TRANSALTA 
ENERGY OFFICERS 


KEN F. McCREADY 
Chief Executive Officer 


ALAN C. MOON 
President & Chief Operating Officer 


MICHAEL A. PAVEY 
Chief Financial Officer 


GARY R. HOLDEN 


Vice-President, New Zealand and Australia 


G. DUANE LYONS 


Vice-President, Development 


IAN A. MALLORY 


Vice-President, Latin America 


S. JIM SIMMONS 


Vice-President, Engineering 
& Operations 


MARVIN J. WAIAND 


Director of Finance & Treasurer 


DON W. BOONE 


Corporate Secretary 


KEN J. WETHERELL 


Assistant Corporate Secretary 


CORPORATE GOVERNANCE PRACTICES As a widely held public corporation, 


TransAlta continues to work fo remain on the forefront of current practices in corpordte governance. In 1994 
the corporation participated in a Toronto Stock Exchange committee's review of corporate governance. 
TransAlta reviewed the draft guidelines suggested by this committee and found. its practices comply with the 
spirit and intent of all areas of the guidelines. . 


O Thirteen of the 15 members of the Board of Directors are independent of management and only indepen- 
dent directors serve on the Audit, Human Resources and Nominating and Corporate Governance committees 
of the Board. The Nominafing and Corporate Governance Committee is responsible for the selection of new 
candidates for the Board of Directors. The corporation also has practices in place for regular meetings of inde- 
‘ pendent directors, to assess Board and management performance. The corporation has developed Board of 


Director guidelines on significant corporate governance issues which are available on request from the Corporate Secretary. 


O The corporation's articles were amended in 1988 so any transactions with major shareholders or the 
creation of non-voting shares will need approval from a majority of independent shareholders. In 1992 a 
majority of shareholders approved a plan designed to ensure that all shareholders are treated equally in a 
take-over bid and to better ensure receipt of full value for their shares. Current securities legislation provides 

‘certain protection for shareholders. TransAlta’s Shareholder Bid Approval Plan is designed to enhance these 
protections, giving shareholders adequate time to assess a bid and to permit alternative bids to appear, and 


requiring approval by a majority of shareholders to obtain more than 20 per cent of the corporation's shares. 


Sor porate 


ENVIRONMENTAL POLICY STATEMENT TransAlta is committed to the environment 
and sustainable development. Protection of the environment is a vital element in our business. We strive to empower 
our employees to take initiatives to protect and enhance the environment, based on shared values and the need to 
satisfy the environmental concems and expectations of customers, investors and the public. We are committed to: 


Q Reporting complete and accurate information to stakeholders on the environmental impact of our business, meeting 
__ or surpassing all environmental standards, and continuously improving our environmental performance. 


Advocating socially responsible environmental standards and the recognition of the economic value of 


environmental resources. 


Implementing conservation and efficiency initiatives for all resources and pursuing alternative energy 


opportunities, both within our own operations and in partnership with others. 
5 Seeking out research opportunities and developing alliances with stakeholders for environmental solutions. 


© Consulting and working with those who may be affected by our business to respond to their concerns. 


Recognizing and respecting the relationship between the environment and health in all phases of our business, 
and using the best knowledge available to protect the health of employees and the public. 


0 Encouraging and developing educational programs and resources to provide balancéd public information 
and to foster environmentally sensitive attitudes, knowledge and skills. 


fo 


Identifying and developing business ventures where value can be added to solutions to environmental problems 
and investment opportunities created for the corporation and its shareholders. 


. 
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Maintenance work at the Sundance 
Generating Plant 

Improving the planned 

maintenance practices at TransAlta 
Utilities’ coaltired generating plants 


is one example of the more efficient work 


practices employees put in place 
during the year. 


For more information on increasing 
productivity see page 10 of this report. 


Head Ottice 
2th Avenue S.VV. 
Calgary, Alberta, Canada~ 
Postal Address 
Box 1900, Calgary, Alberta, Canada 
T2P.2M\1 
Auditors 
Ernst & Young, Chartered Accountants 
Calgary, Alberta, Canada 


Ticker Symbol: ‘ 
TA for TransAlta Corporation 
common shares 

TAU for TransAlta Utilities 
first preferred shares 


Listed on the Alberta, Montreal and 
Toronto stock exchanges 


FOR INURE 


Electricity being generated 
at Piedra del Aguila 
The third and fourth units of 
the 1,400-megawatt Piedra del Aguila 
hydroelectric facility in Argentina 
were completed in 1994. ~ 
For more information on TransAlta 


Energy’s investments in independent power 
see pages 14 and 15 of this report. 


Transfer Agents and Registrars — 
TransAlta Corporation 

Common Shares: 

Montreal Trust Company 

Vancouver, Calgary, Edmonton, Regina, 
Winnipeg, Toronto, Montreal 


Dividend Reinvestment and Share 


Purchase Plan: 
Montreal Trust Company — Calgary 


Trusteés and Registrars — 
TransAlta Utilities 


First Mortgage Bonds: 
Montreal Trust Company 
Vancouver, Calgary, Toronto, Montreal 


~ Secured Debentures: 
The RM Trust Company 
Vaneouver, Calgaty, Toronto, Montreal 


owned on December 3.1, 1971 


1994 


Construction to extenda - 
transmission line near Banff 


TransAlta Utilities worked 

together with the Town of Banff, Canada 
Parks Services, the Canadian Parks and 
Wilderness Society and the area community 
fo address local energy supply needs in an 
environmentally acceptable manner. 

For more information on the corporation’s 


commitment to protect the environment see 
pages 16 and 17 of this report. 


Transfer Agent and Registrar — 
TransAlta. Utilities 


_ First Preferred Shares: 
Montreal Trust Company 

Vancouver, Calgary, Edmonton, Regina, 
Winnipeg, Toronto, Montreal 


Common Share Information 
The corporation's common shares 
were split 3 for 1 on May 8, 1980, and 
“2 for 1 on February 1, 1988. 


The valuation day value of common shares 
_ adjusted for 
stock splits, is $4.54 per share. 


The adjusted cost base of common 
shares held on January 31, 1988, is 
reduced by $0.75 per share subsequent 
to the February 1, 1988 split. 


The closing price of the common 
shares on the Toronto Stogk Exchange on 
February 22, 1994 was $16.00. 


INFORMATION TransAlta Corporation offers additional environmental information 


through its Environmental Performance Report and financial information through its Financial Statistical Summary and 


Interim Reports t6 Shareholders. 


For copies, please mae mee Wetherell, Assistant Corporate Secretary, 


TransAlta Corporation, 1 1 
Telephone: 


® . 


12th Avenue S.W., Box 1900, Calgary, Alberta, Canada T2P 2M1 
es eee toll free in Canada or (403) 267-7301 in Calgary and outside Canada. 
Fax: (403) 267-2559, (403) 267-4764 


The cover of this report was printed on 100 per cent recycled paper using 80 per cent postconsumer waste. 
The text was printed on 60 per cent recycled paper containing 30 per cent postconsumer waste. 


Vegetable-based inks were*used throughout the report. 
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